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INTRODUCTION 


The  following  methodology  was  developed  to  evaluate  the  change  in  the  locality 
system  implemented  in  March  1978  for  the  State  of  Arkansas.  The  locality 
system  provides  the  geographic  basis  for  determining  the  amount  that  Medicare 
should  reimburse  a  particular  physician  for  a  billed  service  under  the  pro- 
gram. In  order  to  evaluate  the  impact  of  the  change,  simulations  of  two 
methods  for  calculating  charges  were  undertaken—one  reflecting  the  five- 
locality  system  used  before  March  1978  and  the  other  reflecting  the  currently 
existing  statewide  locality  system,  i.e.,  reimbursement  calculations  do  not 
vary  by  geographic  subareas  of  the  State. 

This  volume  presents  the  Methodology  and  Systems  Design  utilized  for  a  three- 
part  study  including:  Analysis  of  selected  physician  claims  for  FSY  1979 
(July  1  ,  1978  through  June  30,  1979)  and  health  manpower  data  for  Arkansas 
Medicare  and  Medicaid  over  the  study  period,  contained  in  the  First  Year 
Report;  an  analysis  of  selected  physician  claims  for  Arkansas  Medicare  and 
Medicaid  for  FSY  1980  (July  1  ,  1979  through  June  30,  1980)  contained  in  the 
Second  Year  Report;  and  a  third  and  Final  Report  containing  a  two-year  compar- 
ative and  trend  analysis  utilizing  data  presented  in  the  first  two  reports. 

Programs  discussed  in  this  document  may  be  obtained  on  tape  by  special  request 
to  the  HCFA  Project  Officer. 
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BACKGROUND 


Both  Medicare  and  Medicaid  programs  in  Arkansas  were  involved  in  developing 
this  methodology.  The  two  programs  differ  in  several  respects.  First, 
Medicare  is  a  federally-operated  and  a  wholly  federally-funded  program  provid- 
ing medical  care  primarily  to  the  aged  (those  over  65).  Medicaid,  on  the 
other  hand,  is  a  State-operated  program  which  is  subsidized  by  the  Federal 
Government.  It  provides  medical  services  primarily  to  welfare  recipients,  but 
also  to  certain  persons  whose  incomes  are  sufficiently  low  so  that  heavy 
medical  costs  would  cause  them  to  become  impoverished.  Claims  are  reimbursed 
by  Arkansas  Blue  Cross/Blue  Shield  for  both  programs. 

The  two  programs  are  linked  together  legislatively  and  in  practice.  Legisla- 
tively, because  the  Federal  Government  provides  funding  to  both  programs  and 
therefore  places  certain  restrictions  on  the  Medicaid  as  well  as  Medicare 
programs.  In  terms  of  this  study,  the  prohibition  against  Medicaid  payments 
exceeding  Medicare  payments  to  a  particular  doctor  for  a  comparable  service 
means  that  the  Medicaid  determination  of  its  "reasonable  charge"  for  a  claim 
will  be  impacted  by  the  change  in  Medicare's  locality  structure.1  Also,  where 
the  populations  served  by  the  two  programs  overlap  and  claims  are  paid  by  both 
programs,  a  cooperative  process  for  reimbursing  physicians  exi  sts  between 
them. 


1The  Omnibus  Reconciliation  Act  of  1981,  Section  2174,  rescinds  Section 
1902  of  the  Social  Security  Act  prohibiting  Medicaid  from  paying  more  than 
Medicare  for  comparable  services. 
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A  Definitions  of  Key  Terms 


Central  to  the  understanding  of  this  study  is  the  concept  of  "reasonable 
charge."  The  methodology  for  determining  reasonable  charge  to  physicians  and 
other  suppliers  of  medical  services  and  materials  included  under  Part  B  of  the 
Medicare  program  was  established  by  Congress.  A  reasonable  charge  is  based  on 
a  comparison  of  three  charges: 

1.  The  charge    submitted  by  a  physician  or  supplier  for  a  covered  ser- 
vice. 

2.  The    "customary"  charge,  applicable    to  a  particular    physician  and 
service. 

3.  The    "prevailing"    charge,    applicable    to  a    particular  physician 
group,  a  particular  locality,  and  a  particular  service. 

The  lowest  of  these  three  is  selected  as  the  reasonable  charge  for  a  service; 
and,  normally,  80  percent  of  that  charge  (less  any  outstanding  deductibles)  is 
paid  by  Medicare  for  the  claim.  For  Medicaid  claims,  100  percent  of  the 
determined  reasonable  charge  is  paid. 

The  following  terms  and  concepts  are  vital  to  this  study.  They  are  presented 
here  to  introduce  the  analysis  of  impacts  of  the  change  in  the  physician 
reimbursement  system  and  to  facilitate  reference  to  them  by  the  reader  as  the 
discussion  and  analysis  proceed. 

Customary  charge*  "The  amount  computed  by  the  carrier  based  on  actual  charge 
data  for  a  specific  service  performed  by  one  physician  (or  other  supplier)  to 
the  physician's  patients  in  general."2  The  customary  charge  is  the  charge 
which  is  high  enough  to  include  the  median  charge  for  that  service  by  that 
physician  and  is  based  on  the  claims  for  services  performed  in  the  calendar 
year  prior  to  the  fee  screen  year  in  which  it  is  applied  (e.g.,  the  claims  for 
services  for  1977  calendar  year  are  used  to  establish  the  customary  charge  for 
FSY  1979). 

Prevailing  charge.  "The  lowest  charge  of  the  array  of  customary  charges  which 
is  high  enough  to  include  75  percent  of  all  the  customary  charges."3  The  pre- 
vailing charge  is  based  on  the  customary  charge  for  all  physicians  within  a 
particular  specialty  group  and  locality,  (weighted  by  the  number  of  services 
represented  by  each  customary  charge  for  the  Medicare  program). 

Submitted  charge.  The  actual  amount  billed  by  a  physician  or  service/equip- 
ment provider  which  may  include  one  or  more  services.  This  is  the  same  as  the 
term  "claim"  used  elsewhere  in  this  report. 


Determination  of  Reasonable  Charges  Under  Part  B  of  Medicare: 
A  Training  Workbook,  HCFA,  Baltimore,  Maryland,  p.  46. 
3Ibid.,  p.  47. 


FLANKING  AND   HUMAN    SYSTEMS.  INC. 


Carrier.  "A  commercial  insurance  firm  or  Blue  Shield  administering  Part  B  of 
Medicare.  It  is  distinguished  from  commercial  insurance  plans  or  Blue  Cross 
plans  administering  Part  A  which  are  referred  to  as  intermediaries."4 

Locality.  A  locality  is  usually  a  political  or  economic  subdivision  of  a 
state  which  is  delineated  by  a  carrier  for  the  purpose  of  deriving  prevailing 
charges  for  services.  It  should  include  a  cross- section  of  the  population  on 
economic  and  other  characteristics.  Localities  were  provided  for  in  Medicare 
regulations  to  take  advantage  of  existing  knowledge  of  charging  patterns  with- 
in a  state.  They  were  developed  on  private  claims  experience  by  carriers 
before  the  Medicare  program  was  implemented. 

Specialty.  A  group  of  physicians  working  primarily  in  a  certain  area  of 
medicine.  These  categories  provide  part  of  the  criteria  for  establishing  pre- 
vailing charges,  since  it  is  assumed  that  a  "specialist"  in  a  particular 
functional  area  of  medicine  could  be  expected  to  have  a  different  charging 
pattern  for  a  service  than,  for  instance,  a  general  practitioner  providing  the 
same  service.  For  example,  it  is  reasonable  to  expect  that  a  dermatologist 
removing  a  wart  would  charge  a  different  fee  for  the  service  than  a  general 
practitioner  providing  the  same  service,  based  on  specialized  training  and 
experience  in  the  case  of  the  former. 

Procedure.  A  "medical  service"  provided  by  a  physician,  designated  for  the 
purposes  of  this  study  by  either  of  two  coding  methods  for  medical  services-- 
the  California  Relative  Value  Scale  (CRVS)  of  1964  utilized  on  Medicare  claims 
and  the  Physicians'  Current  Procedural  Terminology  (CPT),  editions  3  and  4, 
utilized  by  the  Arkansas  Medicaid  program  for  submitted  claims. 

Fee  screen  year.  A  one-year  period  from  July  1  through  June  30  of  the  suc- 
ceeding year.  Claims  received  during  this  period  are  "priced"  utilizing 
claims  for  services  rendered  in  the  preceding  calendar  year.  Hence,  claims 
received  during  FSY  1979  (July  1,  1978  through  June  30,  1979)  are  priced  using 
fee  screens  developed  on  calendar  year  1977  claims  for  services. 

Fee  screens.  The  total  matrix  of  charge  limitations  calculated  by  the 
carrier.  They  are  compared  with  the  charges  submitted  during  the  fee  screen 
year  in  order  to  determine  reasonable  charge  for  a  claim. 

To  reiterate  then,  the  reasonable  charge  is  based  on  selection  of  the  lowest 
of  three  charges,  two  of  them  derived  from  the  prior  calendar  year's  claims. 
This  is  the  basic  process  which  was  simulated  in  the  current  study  for  FSY 
1979  (July  1,  1978  through  June  30,  1979),  and  FSY  1980  (July  1  ,  1979  through 
June  30,  1980). 


4 Ibid.,  p.  45. 
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Assignment.  Under  Medicare,  assignment  means  that  the  physician  agrees  to 
accept  as  total  payment  for  a  service  the  reasonable  charge  calculated  by 
Medicare.  If  the  claim  is  "unassigned"  the  physician  does  not  agree  to  accept 
the  reasonable  charge  as  his  total  payment.  If  a  claim  is  "unassigned," 
Medicare  pays  80  percent  of  the  calculated  reasonable  above  the  deductible  and 
the  patient  is  responsible  for  the  balance  of  the  difference  between  the 
amount  remitted  by  Medicare  and  the  submitted  charge.  If  a  claim  is 
"assigned,"  the  patient  is  liable  for  the  20  percent  of  the  calculated  reason- 
able charge  not  paid  by  Medicare.  Assignment  is  established  on  a  claim- 
by-claim  basis,  and  may  vary  during  the  course  of  treatment  of  a  single 
patient  for  a  single  complaint.  Under  Medicaid,  all  cases  are  "assigned," 
i.e.,  the  physician  must  agree  to  accept  the  Medicaid-determi  ned  reasonable 
charge  as  total  payment. 

Beneficiary  liability.  For  Medicare  assigned  claims,  the  patient  is  responsible 
for  20  percent  of  the  reasonable  charge.  For  unassigned  claims,  the  benefi- 
ciary (patient)  is  responsible  for  20  percent  of  the  reasonable  charge  plus 
any  amount    above    the  reasonable    charge  billed    by    the  provider/physician. 

Pricing.  Determining  the  payout  for  claims;  i.e.,  determining  reasonable 
charge  for  a  claim  and  amount  to  be  paid  by  either  Medicare  or  Medicaid  (e.g., 
for  Medicaid,  usually  100  percent  of  the  reasonable  charge  and  for  Medicare, 
80  percent). 

Crossover  claims.  Where  a  patient  is  eligible  under  both  Medicare  and 
Medicaid  programs,  Medicare  determines  the  reasonable  charge  and  pays  80  per- 
cent of  the  payment;  and  in  Arkansas  Medicaid  has  opted  to  remit  the  remaining 
20  percent  (of  the  Medicare  calculated  reasonable  charge)  to  the  physician. 

Multispecialty  clinics.  Customary  charges  are  developed  for  clinic  service  by 
a  physician,  and  if  there  is  a  private  practice  for  the  same  physician,  a 
second  customary  charge  is  calculated.  Customary  charges  are  cal  cul  ated 
separately  for  each  multispecialty  clinic  from  which  the  physician  submits 
claims  to  Medicare.  (Medicaid  does  not  consider  clinic  practice  separately  in 
Arkansas  and  calculates  only  one  customary  for  each  physician.) 

Unispecialty  clinics.  Under  Medicare,  these  clinics  are  treated  as  if  they 
were  a  physician,  so  that  a  customary  charge  is  developed  on  all  charges  for  a 
service  submitted  from  the  clinic,  regardless  of  the  physician  performing  the 
service. 

Economic  Index.  This  limitation  is  calculated  from  a  formula  which  reflects 
increases  in  costs  of  providing  medical  services,  based  on  the  costs  of  office 
practice  and  earnings  levels  in  the  population  as  a  whole. 

Weighted  average  reasonable  charge.  A  summary  measure  of  average  payment  for 
services  within  a  category,  derived  by  taking  total  payout  for  a  category  and 
dividing  by  the  number  of  services  which  were  reimbursed  by  the  payout  amount. 
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B.    Steps  Toward  Completing  the  Evaluation 


In  order  to  meet  the  requirements  of  the  evaluation  and,  at  the  same  time, 
work  within  the  limitations  of  the  data  which  could  be  reasonably  obtained  for 
this  project,  the  following  steps  were  taken  toward  completing  the  evaluation 
and  producing  a  transportable  methodology: 

•  Procedures  for  reimbursing  physicians  for  both  Medicare  and  Medicaid 
programs  were  studied  for  periods  prior  to  and  during  the  two-year 
study  time  beginning  July  1  ,  1978  and  ending  June  30,  1980. 

•  Descriptions  of  claims  processing  computer  operations  for  Medicare 
and  Medicaid  and  tapes  containing  data  for  calculating  fee  screens 
and  for  pricing  claims  for  the  study  period  were  obtained. 

•  The  Profile  Development  System  (PDS)  methodology  utilized  by 
Arkansas  Medicaid  and  Medicare  programs  and  the  CPT  and  CRVS  coding 
schemes  utilized  for  determining  fee  screens  were  studied. 

•  A  procedure  mix  was  developed  which  reflects  the  majority  of  ser- 
vices performed  within  the  three  physician  payment  groups  (Medical 
Specialties,  General  Practice,  and  Surgical  Specialties)  and  which 
represents  a  large  proportion  of  Medicare  and  Medicaid  program  pay- 
outs. Since  procedure  codes,  and  not  specialty,  were  the  basis  for 
sampling,  all  physicians  submitting  claims  for  services  for  the  sam- 
pled procedures  who  do  not  fall  in  one  of  the  three  basic  specialty 
groups  are  included  in  an  "Other"  category  for  the  analysis. 


•  An  approved  methodology  for  producing  tabular,  graphical  and  explan- 
atory results  was  developed  which  both  measures  and  correlates  the 
changes  in  locality  structure  with  the  following: 

1.  Medicare  Program  Payments 

2.  Medicaid  Program  Payments 

3.  Medicare-Medicaid  Program  Payment  Interface 

4.  Availability  of  Medical  Services 

5.  Program  Payout  for  the  Unique  CRVS  Procedure  Codes  for 

Office  Follow-up  Visit  and  Hospital  Follow-up  Visit 

6.  Locality  and  Statewide  Prevailing  Charges  and 

Corresponding  Weighted  Average  Reasonable  Charges 
for  Selected  Procedures 

7.  Estimated  Totals  for  Medicare  Program  Payouts 

8.  Assignment  Rate  Changes  in  Medicare 

9.  Potential  Beneficiary  Liability 

10.  Medicare  Program  Claims  where  Reasonable  Charge 

Equals  Prevailing  Charge 

11.  Medicaid  Program  Claims  where  Reasonable  Charge 

Equals  Prevailing  Charge 

12.  Medicare-Medicaid  Claims  where  Reasonable  Charge 

Equals  Prevailing  Charge 
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•  Specifications  for  data  requirements,  which  are  computer  independent 
of  the  organizations  providing  data  and  at  the  same  time  specific 
enough  to  be  used  by  the  contractor  and  State  agency  providing  the 
data,  were  prepared  and  submitted  to  the  Arkansas  carrier. 

•  Programs  to  reduce  the  volume  of  the  computerized  databases  were 
devel  oped . 

•  Programs  were  developed  to  produce  fee  screens  for  both  the  five- 
locality  and  one-locality  analyses,  including  programs  to  price 
claims  under  each  locality  structure  and  to  produce  tables  of  com- 
parative data. 
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EVALUA  TION  METHODOLOGY 


The  evaluation  methodology  consists  principally  of  a  system  for  simulating 
both  the  statewide  and  five-locality  processes  for  calculating  prevailing 
charges  and  for  "pricing"  claims  (i.e.,  calculating  "reasonable  charges")  sub- 
mitted by  physicians  to  Arkansas  Blue  Cross/Blue  Shield  under  the  Medicare  and 
Medicaid  programs.  The  system  implements  a  procedure  consistent  with  Federal 
regulations  governing  the  calculation  of  Medicare  fee  screens.  This  ensures 
the  methodology  will  be  generally  applicable  to  other  sites  anticipating  a 
change  from  a  multi-  to  a  single-locality  system.  Only  services  priced  by 
normal  procedures  are  included  in  the  analysis,  since  only  such  claims  will  be 
impacted  by  the  change  in  normal  pricing  process.  With  this  approach,  many 
possible  confounding  factors  are  "held  constant"  in  order  to  analyze  the 
impact  of  the  change  alone. 

Although  the  research  has  been  specific  to  the  Arkansas  site,  an  eye  toward 
applications  to  other  States  has  also  shaped  the  methodology  developed  for  the 
Arkansas  evaluation  project.  Therefore,  the  most  generally  applicable  charac- 
teristics of  the  fee  screen  development  system  utilized  by  the  Medicare  and 
Medicaid  programs  in  Arkansas  have  been  identified  and  included  in  the  system, 
while  unique  characteristics  have  been  deemphasi  zed ,  so  that  needs  for  an 
evaluation  of  impacts  at  other  sites  would  not  be  jeopardized. 
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A     The  Simulation 


Tapes  containing  data  on  physicians'  paid  claims  were  received  from  Arkansas 
Medicare  and  Medicaid  programs.  The  files  include  all  paid  claims,  for  both 
programs,  which  are  appropriate  to  the  purposes  of  the  evaluation,  i.e., 
physician  claims  normally  priced  by  the  comparison  of  customary,  prevailing, 
and  submitted  charges  to  select  the  lowest  as  reasonable  charge.  Paid 
claims  from  January  1  ,  1977  to  July  1  ,  1980  were  supplied.  The  1977  claims 
are  included  in  order  to  permit  calculation  of  fee  screens  for  FSY  1979  (July 
1,  1978  through  June  30,  1979). 

Data  needed  for  the  study  were  extracted  from  the  raw  data  files  and  were 
formatted  and  coded  in  order  to  reduce  costs  and  facilitate  the  analysis.  Two 
sets  of  fee  screens  were  devel oped--one  simulating  the  five-locality  system 
and  the  second  simulating  the  statewide  system.  Claims  were  priced  under  both 
methods,  and  results  were  compared  to  determine  the  effects  on  program  pay- 
outs, beneficiary  liability,  assignment  rates,  Medicare-Medicaid  interface, 
proportions  of  submitted,  customary,  and  prevailing  charges  selected  as 
reasonable  charge  for  claims,  and  on  two  procedure  categories:  Hospital 
Follow-up  Visit  and  Office  Follow-up  Visit.  A  separate  analysis  of  the 
possible  impact  of  the  Economic  Index  on  our  findings  was  also  undertaken, 
since  it  was  impossible  to  obtain  adequate  base  period  data  from  Arkansas  to 
calculate  this  ceiling. 
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B.     Criteria  for  Selecting  Procedures 


A  procedure  mix  has  been  identified  which  reflects  the  majority  of  services 
performed  within  the  three  physician  payment  groups:  Medical  Specialties, 
General  Practice,  and  Surgical  Specialties  (see  Appendix  I).  This  mix 
simultaneously  represents  a  large  proportion  of  Medicare  and  Medicaid  program 
payouts. 

Claims  for  the  sampled  procedures  which  do  not  fall  within  the  three  payment 
categories  are  priced  on  a  local  itywide  basis  and  are  included  in  the  "Other" 
payment  group  category. 

The  criteria  used  to  select  the  appropriate  procedure  codes  are  (with  some 
exceptions  described  more  fully  in  Appendix  II):  1)  That  a  procedure  occur  at 
least  600  times  in  one  of  two  ABCBS-suppl  ied  source  listings,  one  for  Medicare 
and  one  for  Medicaid,  on  frequency  of  claims  for  a  particular  procedure; 
2)  That  the  annual  dollar  value  of  payout  for  a  procedure  code  equal  or  exceed 
$30,000;  and  3)  That  the  procedure  is  priced  by  the  normal  means  for  deter- 
mining reasonable  charge.  An  extensive  analysis  of  the  two  Arkansas  procedure 
coding  systems,  i.e.,  the  CRVS  system  utilized  by  Medicare  and  the  CPT  system 
utilized  by  Medicaid,  was  necessary  to  create  a  list  which  met  the  require- 
ments of  the  evaluation.  The  analysis  included  selection  of  an  appropriate 
procedure  "mix,"  representative  of  all  three  specialty  categories;  elimination 
of  ambiguously  cross-referenced  CRVS  and  CPT  procedure  codes;  and  reasonably 
ensuring  that  the  fee  screens  would  reflect  the  Arkansas  procedure  in  terms  of 
the  Medicare  and  Medicaid  claims  utilized  to  create  them. 

The  cutoffs  of  600  services  and  $30,000  were  empirically  derived  from  data 
supplied  by  Arkansas  on  1977  Medicare  claims  and  1979  Medicaid  claims,  ranked 
according  to  the  volume  of  business  represented.  The  selected  cutoffs  ensured 
the  procedures  would  include  over  50  percent  of  the  payouts  and  therefore 
ensured  that,  all  things  being  equal,  the  most  "normal"  procedures  would  be 
included  in  the  analyses  for  FSY  1979  and  FSY  1980. 

It  should  be  reemphasized  at  this  point  that  the  evaluation  calls  for  a  simu- 
lation of  the  impact  of  the  change  in  the  locality  system  on  payouts, 
beneficiary  liabilities,  and  availability  of  medical  services.  The  inclusion 
of  any  procedures  which  would  not  be  impacted  by  the  change  would  have  been  a 
useless  exercise.  Therefore,  such  procedures  were  eliminated  from  the  sample. 
Specialty  groups  which  were  not  paid  on  the  basis  of  the  comparison  of  sub- 
mitted, customary,  and  prevailing  charges  on  the  five-locality  basis  would 
also  be  irrelevant  to  the  evaluation. 

Therefore,  our  study  and  sample  selection  is  limited  to  only  those  procedures 
and  those  specialties  which  would  have  been  impacted  by  the  five-locality  con- 
version to  a  statewide  system.  The  Lowest  Charge  Level  procedure  codes  were 
also  eliminated  as  candidates  for  the  study,  even  though  the  reasonable  charge 
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is  determined  with  the  comparison  of  the  submitted,  customary,  and  prevailing 
charges,  because  it  is  unlikely  that  the  prevailing  charge  would  be  lower  than 
the  lowest    charge  level  screen--which    is  set    at  the  25th 

percentil  e  rather 

than  the  75tn  percentile  and  is  calculated  on  a  statewide  basis  across  all 
speciality  groups,  biannual  ly. 

It  should  be  noted  that  any  factor  which  can  be  assumed  to  be  a  constant  (such 
as  the  Lowest  Charge  Level  reasonable  charges),  which  is  to  say  would  be  no 
different  under  the  mul  til  ocal  i  ty  and  statewide  systems  for  determining 
reasonable  charges,  is  useless  to  consider  in  the  analysis.  Therefore,  our 
sample  of  procedure  codes  should  indicate  the  potential  impact  of  the  change 
in  the  Arkansas  locality  system,  particularly  since  it  is  limited  to  pro- 
cedures which  1)  are  relatively  high  frequency  procedures;  2)  represent  a 
substantial  proportion  of  dollar  payouts  (ensured  both  by  the  setting  of  the 
$30,000  lower  limit  for  payouts  and  by  the  elimination  of  the  very  low  price 
procedure  codes  which  contribute  very  little  to  total  payouts  but  represent 
many  claims,  thus  increasing  the  costs  of  processing);  3)  utilized  the  five- 
locality  system  in  calculating  prevailing  charges;  4)  used  the  three-charge 
comparison  to  determine  reasonable  charge;  and  5)  were  not  very  large  in 
terms  of  payout  for  a  single  service,  i.e.,  a  single  service  would  not  con- 
tribute unduly  to  the  total   payout  figure. 

The  rationale  underlying  the  selection  procedure  thus  el  imi  nates  many  possible 
extraneous  factors  influencing  payouts  by  focusing  on  the  procedures  which 
represent  the  most  normal  cases  paid  through  the  Medicare  and  Medicaid  pro- 
grams, i.e.,  eliminating  the  "tails"  of  the  distribution.  At  the  same  time 
the  sampling  criteria  ensure  inclusion  of  claims  which  could  reasonably  be 
assumed  to  have  been  affected  by  the  change  from  a  five-locality  to  a  one- 
locality  system  for  calculating  prevailing  charges.  Therefore,  it  should  be 
kept  in  mind  that  data  analyzed  do  not  represent  a  sample  of  all  claims  but 
only  selected  ones.  As  a  result,  for  instance,  assignment  rates  for  the 
selected  claims  will  not  be  the  same  as  those  published  for  the  State  as  a 
whol e. 

A  final  note  must  be  made  concerning  the  pool  of  physicians  included  in  the 
study.  For  this  evaluation,  only  those  physicians  included  in  the  first  year 
of  the  study  are  included  in  the  second  year,  meaning  the  pool  of  eligible 
physicians  is  constant.  This  eliminates  the  possibility  that  charging 
patterns  of  entering  physicians  will  create  a  confounding  influence  on  two- 
year  comparative  analysis. 


PLANNING   AND  HUMAN   SYSTEMS.  INC. 


C.      Customary  Charge  Calculation 


Medicare  and  Medicaid  follow  slightly  different  procedures  for  calculating 
customary  charges,  which  are  reflected  in  the  study  methodology.  For 
Medicare,  the  number  of  services  included  in  a  particular  bill  submitted  by  a 
physician  is  taken  into  account  in  calculating  the  customary  charge.  Thus, 
the  customary  charge  calculated  for  Medicare  is  based  on  the  unit  charge  and 
the  median  (50th  percentile)  is  determined  by  the  service  frequency  associated 
with  the  ranked  unit  charges.  If  a  physician  submits  a  bill  for  $75 
representing  three  services,  the  amount  ranked  for  calculating  the  physician's 
customary  charge  under  the  Medicare  program  is  $25.  Services  associated  with 
each  unit  charge  are  summed  until  50  percent  of  all  services  performed  by  that 
physician  within  that  "procedure"  category  have  been  accounted  for.  The 
associated  ranked  unit  charge,  or  the  next  higher  charge,  then  is  the 
physician's  customary  charge.  A  minimum  of  three  submitted  charges  is 
required  to  establish  a  customary  charge. 

Under  Medicaid,  only  one  charge  is  required  to  establish  a  customary  charge. 
Submitted  charges  are  ranked  regardless  of  the  number  of  services,  and  the 
median  submitted  charge  is  calculated.  The  charge  which  is  high  enough  to 
include  the  median  of  ranked  submitted  charges  is  the  customary  charge  for 
that  physician  and  for  that  procedure  category.  Although  this  would  appear  to 
be  a  method  under  which  the  provider  could  increase  his  customary  charge  by 
grouping  visits  or  services,  in  reality,  because  the  charge  would  be  over- 
ridden by  the  prevailing  charge,  the  provider  would  be  paid  for  only  one  of 
the  services  for  which  he  billed.  Therefore,  in  almost  all  cases,  each 
service  is  submitted  on  an  individual  bill. 

Fee  screens  developed  for  this  study  are  simulated  using  the  two  above- 
described  methodologies  for  the  respective  programs. 
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D.     Prevailing  Charge  Calculation 


In  a  manner  similar  to  the  procedure  for  calculating  the  customary  charge, 
Medicare  takes  into  account  the  number  of  services  of  a  particular  procedure 
category  performed  by  a  physician  in  calculating  his  prevailing  charge.  Thus, 
customary  charges  within  a  particular  specialty  group  (i.e.,  Surgical 
Specialties,  General  Practice,  and  Medical  Specialties)  for  a  particular 
procedure  are  ranked  and  weighted  by  the  number  of  services  represented  by 
each  physici an '  s  customary  charge.  The  customary  charge  high  enough  to 
include  the  75th  percentile  service  is  chosen  as  the  prevailing  charge  for 
that  group  of  physicians  and  for  that  procedure.  A  minimum  of  four  customary 
charges  is  required  to  calculate  a  prevailing  charge. 

For  the  study,  as  many  as  six  prevailing  charges  were  calculated  for  each 
specialty  group  and  for  each  procedure  code,  one  on  the  statewide  basis,  and 
one  for  each  of  the  five  localities.  For  those  physicians  who  do  not  fall 
into  any  of  the  three  specialty  categories  specified  for  this  evaluation, 
prevailing  charges  were  calculated  on  a  local  itywide  and  statewide  basis, 
i.e.,  prevailing  charges  are  calculated  pooling  all  customary  charges  within  a 
particular  procedure  category,  regardless  of  specialty  designation. 

Medicaid  prevailing  charges  are  not  calculated  for  the  first  year  and  a  half 
of  the  study  (since  Medicaid  utilized  Medicare  prevailing  charges  during  the 
first  fee  screen  year  of  the  study  and  during  half  of  the  second  fee  screen 
year).  The  procedure  for  calculating  a  prevailing  charge  under  the  Medicaid 
program  differs  from  that  of  Medicare  in  that  customary  charges  are  ranked 
regardless  of  the  number  of  services  represented,  and  the  charge  high  enough 
to  include  the  75tn  percentile  customary  is  the  Medicaid  prevailing  charge. 
Only  one  customary  charge  is  required  to  establish  a  Medicaid  prevailing 
charge.  Medicaid  prevailing  charges  were  developed  on  calendar  year  1978 
Medicaid  claims  and  implemented  for  the  last  two  quarters  of  FSY  1980  (January 
1,  1980  to  July  1,  1980).  Medicaid  prevailing  charges,  like  Medicaid  customary 
charges,  are  compared  to  Medicare  prevailing  charges.  The  lower  of  the  two  is 
utilized  as  the  prevailing  charge. 


PLANNING   AND   HUMAN    SYSTEMS.  INC. 


£      Fee  Screen  Implementation  and  Ff icing 


Medicare  fee  screens  were  developed  on  claims  for  services  provided  during 
calendar  years  1977  and  1978,  and  were  implemented  on  claims  received  during 
FSY  1979,  the  first  fee  screen  year  of  the  study  (July  1  ,  1978  through  June 
30,  1979),  and  FSY  1980,  the  second  fee  screen  year  of  the  study  (July  1,  1979 
through  June  30,  1980),  respectively. 

An  idealized  methodology,  as  close  as  possible  to  that  utilized  by  Arkansas 
Medicaid,  has  been  developed  for  this  study.  Thus,  for  the  First  Year  Report, 
Medicaid  customary  charges  are  calculated  on  1977  calender  year  Medicaid 
claims  (utilizing  the  service  date  to  delimit  the  calendar  year),  are  compared 
to  the  1977-based  Medicare  customary  charges,  and  are  implemented  in  the 
beginning  of  the  second  quarter  of  the  fee  screen  year  (October  1978).  Pre- 
vailing charges  from  Medicare  are  utilized  throughout  the  year,  and  Medicare 
customary  charges  are  utilized  for  the  first  quarter  of  the  first  fee  screen 
year. 

For  the  second  year,  Medicare  fee  screens  developed  on  calendar  year  1978 
Medicare  claims  are  utilized.  For  Medicaid,  customary  charges  based  on 
Medicaid  1978  data,  and  compared  with  Medicare  customary  charges  to  select  the 
lower  of  the  two,  are  utilized  for  the  entire  year.  Medicare  prevailing 
charges  are  used  for  the  first  two  quarters  of  FSY  1979  (July  1  ,  1979  through 
December  31  ,  1979)  and  Medicaid  prevailing  charges,  compared  with  Medicare 
prevailing  charges  to  select  the  lower  of  the  two,  are  used  in  the  last  two 
quarters  of  FSY  1980  (January  1,  1980  through  June  30,  1980). 

It  is  believed  this  procedure  will  reflect  the  methodology  in  practice  as 
closely  as  is  practicable  without  creating  confounding  influences  in  comparing 
the  one-locality  and  mul  til  ocal  i  ty  systems  for  fee  screen  generation  under 
each  program. 

F.      Crossover  Payments 


For  those  patients  eligible  for  both  Medicare  and  Medicaid  reimbursement,  the 
"crossover"  claims,  the  reasonable  charge  is  determined  by  Medicare.  Thus 
changes  in  the  methodology  for  calculating  reasonable  charge  have  an  impact  on 
program  payments  from  Medicaid  for  the  crossover  claims.  Arkansas  Medicaid 
automatically  pays  the  remaining  20  percent  of  the  amount  calculated  as  the 
reasonable  charge  by  Medicare.  It  does  not  calculate  a  reasonable  charge 
based  on  its  own  fee  screens.  Payments  by  both  programs  are  estimated, 
therefore,  from  the  Medicare  calculated  reasonable  charges  only. 
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G      Other  Definitions 


Several  other  terms  applicable  to  the  tabular  presentations  in  the  analysis 
section  are  presented  below: 

Actual  payout.  Total  amount  reported,  for  claims  included  in  a  particular  des- 
ignated category,  under  the  "allowed  amount"  field  for  each  program  (i.e., 
Medicare  and  Medicaid).    This  figure  is  not  corrected  for  deductibles. 

Office  follow-up  visit  and  hospital  follow-up  visit.  Two  categories  of  service, 
CRVS  codes  19023  and  19004,  respectively,  were  selected  for  in-depth  analysis 
since  earlier  research  indicated  these  two  categories  had  experienced  the 
greatest  impact  from  the  change  in  locality  structure. 

Specialty  groups.  Broad  categories  of  specialists,  grouped  together  as  "peers" 
for  the  purpose  of  developing  "prevailing"  charges  for  a  particular  locality. 
Only  three  "specialty  groups,"  or  "payment  groups,"  are  included  in  this 
analysis.  The  others  have  been  excluded  because  of  nonstandard  methods  for 
determining  "reasonable  charge"  or,  in  the  case  of  Osteopathy,  because  a 
reasonable  interpretation  of  the  category  could  not  be  determined.  (See 
Appendix  I.) 

Beneficiary  liability.  For  that  subpopul  ation  of  cases  where  the  physician 
agrees  to  accept  the  "reasonable  charge"  calculated  by  Medicare  as  the  total 
payment  for  service,  i.e.,  the  "assigned"  cases,  beneficiary  liability  will  be 
calculated  as  20  percent  of  the  reasonable  charge.  For  "unassigned"  cases 
under  Medicare,  beneficiary  liability  will  be  calculated  as  total  submitted 
charge  less  80  percent  of  the  calculated  reasonable  charge. 
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IV 

SYSTEM  DESIGN  AND  DOCUMENTA  TION 


Figures  1  and  2  present  the  overall  system  design  in  terms  of  inputs  and  out- 
puts for  the  Arkansas  study.  Several  aspects  of  this  design  are  special  to 
Arkansas  conditions,  particularly  in  the  development  of  the  Extract  record. 

A  short  cataloque  of  the  basic  elements  of  this  system  is  in  order  prior  to 
desribing  the  process. 


INPUT  FILES 


A.     Catalogue  of  Terms 


MCARE  The  file  of  Crossover  records  provided  by  Arkansas  Medicaid 

for  pricing  claims. 

MMIS  HIST        The  file  of    Medicaid    claims  provided  by  Arkansas  Medicaid 

for  generating  fee  screens  and  pricing  claims. 

PDS  Extract     The  file  of    Medicare  claims    provided  by  Arkansas  Medicare 

for  generating  fee  screen  and  pricing  claims 


Provider 
File 


Vendor 
File 


A  cross-reference  file  provided  by  Arkansas  Medicare  con- 
taining the  Medicare  physician  ID  and  the  associated  local- 
ity and  specialty  designation. 

A  cross-reference  file  provided  by  Arkansas  Medicaid  which 
provides  Medicaid  physician  IDs  and  their  associated 
Medicare  physician  IDs,  locality  codes  and  specialty  codes. 


PROGRAMS 
CAIDEXT 

CAREXT 

CROSEXT 

KUSTOM 

MAIN 


The  Extract  program  for  the  Medicaid  database  of  physician 
claims  (MMIS  HIST). 

The  Extract  program  for  the  Medicare  database  of  physician 
claims  (PDS  Extract). 

The  Extract  program  for  the  "Crossovers"  database  of  claims 
(MCARE). 

The  programs  for  calculating  customary  charges  for  the 
Medicare  and  Medicaid  databases. 

The  program  for  pricing  claims  and  tabulating  data. 


PLANNING   AND   HUMAN    SYSTEMS.  INC. 


FIGURE  1 


EXTRACT  AND  PROFILE  BUILD 


MOVEVEN,  MOVEPHS, 
VENDOR:    Create  a 
consistent  physician  ID. 
specialty  and  locality 
cross-reference  table 


CAIDEXT:  Convert 
CPT  to  CRVS,  merge 
specialty,  locality, 
convert  Medicaid 
to  Medicare  ID, 
reformat  and  tabulate 


CARE XT:  Merge 
specialty  and 
locality,  reformat 
and  tabulate 


CROSEXT:  Merge 
specialty,  locality, 
convert  Medicaid  to 
Medicare  ID,  reformat 
and  tabulate 
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FIGURE  2 


PRICE  AND  TABULATE 


Mad i care 
Extracts 


Medicaid 
Extracts 


Crossover 
Extracts 


PLANNING   AND   HUMAN    SYSTEMS. INC 


MOVE VE N 


The  program  to  extract  the  relevant  data  from  the  Medicaid 
Vendor  fil  e. 


MOVEPHS  The  program  to  extract  data  from  the  Medicare  Provider  file 
to  prepare  it  for  the  Extract  process. 

VENDOR  The    program    which    sorts    and  merges    the    two  physician 

identification  files  (Provider  and  Vendor  files)  to  make 
the  information  on  physicians  consistent  across  the  two 
files  for  the  respective  Medicare  and  Medicaid  programs. 

XTRACT2  The  secondary  Extract  programs  for  each  of  the  three  input 
Extract  databases  (i.e.,  Medicare,  Medicaid,  and  Cross- 
over). 
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B.     The  Extract  Programs 


EXTRACT  INPUTS 


Inputs  to  the  system  will  be  unique  to  a  greater  or  lesser  degree  for  any 
similar  project.  Several  steps  were  necessary  in  order  to  overcome  data 
problems;  and  to  some  extent  the  shortcomings  of  the  data  could  not  be  fully 
overcome—notably  in  the  case  of  the  Crossover  records  (i.e.,  claims  which  are 
eligible  for  payment  under  both  programs).  Ideally,  a  separate  file  of  such 
claims,  duplicating  claims  already  contained  in  the  Medicare  files,  would  not 
be  necessary.    In  Arkansas,  it  was. 

The  principal  inputs  for  the  Arkansas  system  were: 

•  Databases  containing  physician  claims  records  for  the  period  of  the 
study  and  for  the  calendar  year  preceding  the  first  year  of  the 
study  (i.e.,  claims  from  January  1,  1977  through  June  30,  1980): 
The  Medicare  PDS  Extract;  Medicaid  MMIS  HIST,  and  Medicaid  MCARE 
files  for  Medicare  physician  claims,  Medicaid  physician  claims  and 
Crossover  claims,  respectively. 

#  Databases  containing  information  on  physicians  taking  part  in  the 
Medicare  or  Medicaid  programs;  including  physician  identification 
codes  cross-referenced  with  locality  and  specialty  information,  and 
with  Medicare  physician  identification  codes  for  the  Medicaid 
"Vendor"  file. 

These  two  types  of  databases  were  used,  therefore,  as  inputs  to  the  system. 
All  were  recorded  on  tape. 
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PROGRAMS  -  MOVEVEN,  MOVEPHS,  VENDOR 


These  programs  have  the  Provider  and  Vendor  Files  as  input  and  are  used  to 
provide  the  transformation  tables  of  the  CRVS/CPT  codes  into  one  form.  The 
Vendor  program  completes  the  process  by  merging  the  extracted  data  from  the 
"move"  programs  into  a  single  table  containing  the  CRVS/CPT  conversion  and  the 
1  ocal  i  ty/speci  al  ty  codes  to  be  used  by  the  Medicaid  and  Crossover  Extract  pro- 
grams. The  table  produced  is  referenced  by  the  physician  identification 
numbers.  The  presence  or  absence  of  an  entry  in  the  tables  determines  if  the 
Medicaid  or  Crossover  physician  i  s  to  be  selected  for  the  study.  It  should  be 
noted  that  only  the  Medicaid  and  Crossover  Files  require  the  physician  identi- 
fication cross-reference,  since  they  utilize  Medicare  fee  screens  while  the 
Medicare  file  does  not  utilize  Medicaid  fee  screens. 

The  three  programs  were  written  independently  to  afford  maximum  flexibility  in 
both  data  manipulation  requirements  and  file  contents.  The  process  can  be 
utilized  to  transform  any  pair  of  similar  file  contents  into  a  single  coding 
scheme  or  selection  table  to  be  shared  when  processing  the  two  dependent  files 
for  study.  E.g.,  it  was  this  process  by  which  the  specialty  and  locality  data 
were  transferred  from  the  Medicare  files  to  the  Medicaid  files  in  the  study. 
These  programs  are  written  in  standard  COBOL  and  are  fully  documented  in  the 
program  li  stings. 


EXTRACT  OUTPUTS 


Detailed  file  characteristics  are  provided  on  the  program  listing  for  the 
Extracts.  From  the  basic  inputs,  i.e.,  physician  claims  records  and  physician 
ID/ spec  i  al  ty/1  ocal  i  ty  records,  a  uniform  "Extract"  record  was  derived 
utilizing  three  Extract  programs,  one  for  each  input  database. 

For  the  Medicare  and  Crossover  database,  output  records  are  identical  in 
format.  For  the  Medicaid  records,  an  additional  five-digit  code  containing 
the  CPT  procedure  designator  was  appended  in  order  to  permit  selection  of 
those  claims  used  for  developing  customary  and  prevailing  charges  but  not 
"priced,"  i.e.,  not  included  in  the  tables  output  for  the  study.  Figure  3 
shows  the  format  of  the  Extract  record(s). 


PLANNING   AND   HUMAN    SYSTEMS.  INC 


FIGURE  3 


EXTRACT  RECORD  FORMAT 


Field 

Physician  ID 
Cli  nic 

Procedure    )  TOS 
Code  / 

CRVS 

Unit  Charge 
Allowed  charge 
Specialty  clinic  code 
Number  of  services 
Service  year 
Service  Quarter 
Claim  quarter 
Fee  screen  year 
Assignment 
Locality 
Specialty 
Medicaid  number 


Characters 
5 
4 
1 
4 

6  (2  decimal  places) 

6  (2  decimal  places) 
1        (0  =  no,  1  =  yes) 
2 

1  (1  =  1977) 

1  (1  =  January-March) 

1  (1  =  January-March) 

1  (1  -  1977) 

1  (1  =  yes,  0  =  no) 

1  (1-5,  9  =  none) 

1  (1-3,  4  and  9  =  none) 

5  (Medicaid  claims  only) 
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THE  FEE  SCREEN  YEAR  TABLES 


These  tables  are  produced  by  the  three  Extract  programs.  The  tables  contain 
the  same  data  for  each  Extract  program.  The  format  for  these  tables  is  as 
fol lows: 

1st  line        -  the  fee  screen  year 

2nd  line        -  the  specialty  or  locality  depending  upon  the 
set  of  columns  referenced 

next  4  lines  -  the  data  by  calendar  quarter: 

1st  column  -  allowed  amount  by  locality  (in  cents) 
2nd  column  -  number  of  services  for  that  amount 
3rd  column  -  allowed  amount  by  specialty  (in  cents) 
4th  column  -  number  of  services  for  the  allowed  amount. 


These  allowed  amounts  and  service  counts  are  selected  from  the  input  Medicare, 
Medicaid,  or  Crossover  data. 

These  data  are  then  entered  into  the  tables  based  on  the  transformed  locality, 
specialty,  fee  screen  year  (calculated  from  the  claim  year),  and  calendar 
quarter  of  the  claim  year. 

The  fee  screen  year  is  comprised  of  the  calendar  year's  1st  and  2nd  quarters 
and  the  previous  calendar  year's  3rd  and  4th  quarters,  using  claim  date.  Con- 
sequently, the  3rd  and  4th  quarters  in  the  table  are  actually  the  3rd  and  4th 
quarters  of  the  previous  calendar  year  but  are  part  of  the  current  fee  screen 
year. 

All  Extract  programs  are  written  in  standard  COBOL  and  are  fully  documented  in 
the  program  li  stings. 


EDITS 


A  list  of  number  of  records,  claims,  and  payout  amounts  classified  by  reason 
for  deletion  is  provided,  along  with  a  "snapshot"  of  the  first  50  output 
Extract  records  for  each  input  tape  file. 
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C.     Secondary  Extract  Programs:  XTRACT2 


After  the  initial  Extract  programs  were  written  and  executed  on  a  series  of 
raw  data  tapes,  the  need  for  secondary  extracts  became  apparent  for  four 
reasons.  First,  the  large  volume  of  the  data  made  it  desirable  to  create 
smaller  subsets  of  records  corresponding  to  separate  study  years  in  order  to 
reduce  the  size  of  the  sorts.  Secondly,  the  design  of  the  initial  extract 
record  did  not  lend  itself  well  for  sorting  Medicare  records.  Thirdly,  the 
list  of  procedure  codes  to  be  selected  had  been  refined,  notably  by  dropping 
lowest  charge  level  (LCL)  codes.  Finally,  several  data  errors  were  discovered 
during  the  initial  data  extracts  which  needed  to  be  handled. 

Therefore,  three  versions  of  a  secondary  Extract  program  (XTRACT2)  were 
written  corresponding  to  the  three  types  of  claims  records  (i.e.,  Medicare, 
Medicaid  and  Crossovers).  To  minimize  the  large  costs  of  processing,  these 
programs  were  written  in  the  IBM  370  assembler  language. 

All  three  versions  have  the  same  essential  execution  requirements  and  logic. 
The  input  records  (read  on  DDNAME  "SYSUT1")  are  the  concatenated  output  files 
created  by  the  respective  initial  extract  runs.  A  single-digit  numeric  PARM 
is  taken  from  the  EXECute  statement  specifying  the  study  year  to  be  selected. 
For  example,  the  value  "2"  would  cause  fee  screen  and  pricing  data  to  be 
extracted  for  the  second  study  year.  Input  and  output  records  are  mapped  by 
the  MACRO:     " RCRD"  and  "XRCRD. " 

Two  output  datasets  are  written  with  each  execution.  The  first,  on  "SYSUT2," 
consists  of  records  to  be  used  in  computing  the  fee  screens  for  the  particular 
study  year.  The  second,  on  "SYSUT3,"  contains  the  records  upon  which  pricing 
simulation  is  to  be  performed. 

As  each  record  is  read,  it  is  first  checked  to  determine  if  it  is  within  the 
appropriate  time  periods  for  fee  screening  or  pricing.  If  not,  it  is  skipped. 
Otherwise,  the  record  is  reformated  into  a  compressed  (i.e.,  shortened  to  20 
bytes)  binary  version  beginning  with  an  11-byte  contiguous  sort  key  conducive 
to  the  all  intended  analyses.  This  key  consists  of  unique  vendor  ID  (7), 
relative  procedure  code  within  the  list  of  applicable  codes  (1),  and  unit  sub- 
mitted charge  in  cents  (3).  Prior  to  writing  records,  flags  are  also  set  to 
indicate  processing  exceptions. 

D.       File  Sorts 


The  datasets  output  by  the  XTRACT2  program  were  then  sorted  in  the  ascending 
order  of  the  11-byte  key  described  above.  Standard  manufacturer-supplied 
sorting  utilities  were  used.    Thus,  no  sort  programs  are  included  herein. 
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£  Profiling 


Calculation  of  Customary  Charges 

This  program  exists  in  two  versions  due  to  the  slight  difference  in  computing 
customary  charges  for  Medicare  and  Medicaid.  It  reads  the  sorted  fee  screen 
file  produced  by  XTRACT2  ("SYSUT2" )  on  DDNAME  "INPUT."  To  minimize  processing 
costs,  an  assembler  language  speed-read  routine  (RDX2)  is  used.  All  other 
coding  is  in  FORTRAN.  An  output  dataset  of  customary  charges  by  provider  is 
written  to  logical  unit  10. 

Upon  reading  a  record,  the  program  checks  to  determine  if  the  provider  is  the 
same  as  the  previous  provider.  If  so,  the  procedure  code  is  compared  to  the 
previous  code.  Sorted  vectors  are  thus  built  of  all  like  procedure  codes  for 
the  same  providers.  When  each  vector  is  logically  complete,  a  customary 
charge  is  computed  for  that  procedure  and  a  count  of  observations  is  kept. 
When  processing  is  complete  for  a  unique  provider,  a  record  of  customary 
charges  is  output  to  logical  unit  10.  Where  customary  values  cannot  be 
computed  due  to  an  insufficient  number  of  observations,  the  "missing  value"  is 
represented  by  the  largest  32-bit  positive  integer  (hexadecimal  7FFFFFFF). 


PREVAIL:   Compute  Prevailing  Charges 


This  program  reads  the  datasets  of  customary  charges  output  by  KUSTOM, 
described  above.  It  first  reads  all  customary  charges  and,  in  the  case  of 
Medicare,  the  associated  counts  of  observations,  into  main  storage.  Hence  it 
requires  a  rather  large  memory  region  for  execution  (about  two  megabytes). 

Once  the  input  arrays  have  been  loaded  from  logical  unit  10,  contiguous 
vectors  of  observations  are  constructed  for  each  procedure  code,  specialty 
group,  and  locality.  These  vectors  are  then  sorted  to  determine  the  75th  per- 
centile observation.  An  in-storage  heapsort  routine  (SORTM)  is  called  to 
obtain  the  rankings.  The  Medicare  version  of  PREVAIL  weights  customary 
charges  by  numbers  of  claims  to  determine  prevailing  rates;  the  Medicaid 
version  treats  all  customary  charges  with  unity  weights. 

When  the  input  is  exhausted,  the  matrix  of  prevailing  rates  thus  derived  is 
written  to  a  small  dataset  defined  by  unit  12. 
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F.  Pricing 


MAIN:  Pricing  Simulation  Model 

This  FORTRAN  program  reads  the  sorted  file  of  pricing  records  output  by 
XTRACT2  on  DDNAM  "SYSUT3"  (see  above).  Fee  screening  is  then  simulated  for 
each  submitted  charge  by  two  alternative  methods--si ngl e  locality  and  multiple 
locality.  During  simulation  processing,  tabulation  arrays  are  maintained  for 
subsequent  report  generation. 

The  simulation  methodology  is  relatively  straightforward.  Each  qualifying 
submitted  charge  (i.e.,  a  non-zero  charge  for  a  selected  procedure)  is 
compared  to  the  respective  customary  charge(s)  as  derived  by  program  KUSTOM. 
If  a  customary  charge  is  lower,  the  charge  is  reduced  accordingly.  Interim 
results  are  then  compared  to  prevailing  charges  (output  by  PREVAIL)  computed 
separately  under  the  single-locality  and  mul  ti -1  ocal  i  ty  methods.  If  these 
prevailing  rates  are  less  than  the  interim  results,  the  respective  charge  is 
lowered  accordingly.    Both  results  are  tabulated. 

When  the  input  data  are  exhausted,  several  subroutines  are  called  to  output 
hardcopy  reports  to  logical  unit  6.  These  include  cost  comparisons 
(SUBROUTINE  TABL),  tabul  ations  of  the  methods  sel  ected  (SUBROUTINE  HOWDUN) , 
and  counts  of  the  number  of  submissions  simulated  (SUBROUTINE  COUNTS). 

The  inputs  to  MAIN  are  the  sorted  pricing  file  ("INPUT"),  prevailing  rates 
(unit  8  for  Medicare,  9  for  Medicaid),  and  customary  charges  (10  for  Medicare, 
11  for  Medicaid).  It  should  be  noted  that  Medicaid  pricing  methodologies  vary 
by  study  year.  The  algorithm  to  be  used  is  controlled  by  the  scalar  "KYEAR" 
whose  value  must  be  set  prior  to  the  execution  of  MAIN. 

Also,  Medicaid  simulations  require  both  Medicare  and  Medicaid  prevailing  and 
customary  charges,  whereas  the  versions  for  Medicare  and  Crossovers  require 
only  Medicare  fee  screen  data. 


PLANNING   AND   HDMAN    SYSTEMS.  INC. 


V 

GENERAL  APPLICABILITY  OF 
THE  METHODOLOGY 

A.     Advantages  of  the  Methodology 


The  most  basic  advantage  of  the  methodology  developed  for  this  evaluation 
(over  the  South  Carolina  methodology  for  evaluating  the  locality  change  for 
that  State,  the  proposed  approach  submitted  by  Arkansas,  and  the  SAW  methodol- 
ogy) is  that  it  most  closely  duplicates  the  legal  requirements  for  calculating 
reasonable  charge.  The  South  Carolina  design  utilized  the  submitted  charge 
and  the  prevailing  charge  only,  the  Arkansas  design  and  preliminary  analysis 
proposed  utilizing  the  customary  and  prevailing  charges  only,  and  the  SAW 
methodology  utilizes  customary  charges  only.  However,  the  system  described 
above  utilizes  all  three  of  the  basic  inputs  to  determine  reasonable  charge 
and  controls  for  extraneous  factors  which  could  influence  the  calculation  of 
reasonable  charge  and  the  State's  program  payouts.  At  the  same  time,  the 
methodology  reflects  some  of  the  unique  characteristics  of  the  Arkansas 
system,  even  though  an  idealized  procedure  is  used. 

On  the  other  hand,  the  system  is  general  enough  to  be  adapted  for  evaluations 
of  other  State  systems,  since  the  procedures  being  used  to  estimate  impacts 
are  general  for  all  Medicare  systems.  The  flexibility  of  the  system  can  be 
appreciated  in  that  it  has  been  adapted  also  to  the  Medicaid  program  for 
Arkansas,  which  differs  quite  a  bit  from  the  Medicare  system  both  in  genera- 
tion of  fee  screens  and  in  the  structure  of  the  database  utilized  as  input. 

As  in  any  secondary  data  analysis,  i.e.,  where  the  data  are  collected  for 
purposes  other  than  those  for  which  they  are  being  used,  the  research  is  con- 
strained by  the  data  available,  which  have  been  collected  for  purposes  other 
than  the  evaluation  now  underway.  However,  it  shares  the  advantage  of 
secondary  analysis  in  that  the  data  were  not  biased  by  the  expectations  and 
purposes  of  the  agency  collecting  the  data.  As  a  result,  the  investigator  can 
have  greater  confidence  in  the  objectivity  of  the  final  conclusions. 
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B.      Constraints  on  the  Methodology 


Lack  of  an  Economic  Index  for  limiting  rises  in  prevailing  charges 

No  Economic  Index  could  be  developed  with  the  data  provided  since  the  Economic 
Index  is  based  on  1971  calendar  year  data.  Had  prevailing  charges  developed 
on  Medicare  claims  alone  been  available  on  a  locality  and  statewide  basis  for 
the  year  prior  to  the  first  fee  screen  year  of  the  study,  it  would  have  been 
possible  to  calculate  the  limitation  based  on  the  charges.  However,  neither 
claims  data  nor  prevailing  charges  appropriate  for  the  purposes  of  calculating 
the  Economic  Index  were  available.  Therefore,  the  Economic  Index  could  not  be 
incorporated  into  the  present  simulation  methodology.  Nonetheless,  it  would 
be  relatively  easy  to  generate  prevailing  charges  with  the  Economic  Index  if 
the  carriers  for  the  Medicare  and  Medicaid  programs  could  provide  appropriate 
prevailing  charges  from  the  preceding  year  (although  Arkansas  Medicaid  does 
not  use  the  Economic  Index  for  its  prevailing  charges  since  it  compares  its 
fee  screens  with  the  Medicare  prevailing  charges  which  are  limited  by  the 
Economic  Index). 

Since  the  appropriate  base  period  data  were  not  available  from  Arkansas,  a 
comparison  of  our  own  prevailing  screens  was  undertaken  to  provide  an  indica- 
tion of  the  probable  impact  of  the  Economic  Index  on  our  study  findings. 


Crossover  records  on  the  Medicare  database 

It  was  discovered  that  Medicaid  eligibility  information  could  not  be  easily 
obtained  from  the  Medicare  databases.  Therefore,  after  discussions  with 
Arkansas  data  processing  staff  for  Medicare  and  Medicaid,  it  was  determined 
that  the  most  efficient  way  to  produce  the  required  information  relating  to 
crossover  claims  would  be  to  utilize  the  special  Medicaid  crossover  subfile  on 
such  claims.  Unfortunately,  the  crossover  data  are  at  best  inadequate;  and 
difficulties  in  data  entry  procedures  were  uncovered  during  the  course  of  the 
study  (discussed  in  the  Analysis  section). 

This  situation  in  Arkansas  is  unusual,  however,  in  that  most  states  do  not 
have  such  a  close  relationship  between  Medicare  and  Medicaid  claims  processing 
(i.e.,  the  same  carrier  for  both  programs).  Therefore,  crossover  data  would 
not  normally  be  obtained  from  Medicaid  for  the  Medicare  claims,  and  this 
particular  problem  would  not  be  possible. 
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Our  original  record  format  (i.e.,  before  the  eligibility  information  was 
determined  to  be  missing)  for  Medicare  claims  would  have  included  the  informa- 
tion on  eligibility  for  the  Medicaid  program  (i.e.,  dual  eligibility)  in  the 
field  containing  assignment  status.  This  would  have  been  accomplished  by 
indicating,  with  an  additional  code,  Medicaid  eligibility,  which  would 
automatically  mean  the  claim  was  assigned  (since  all  Medicaid  claims  are 
assigned).  All  other  Medicare  records  would  be  coded  as  to  whether 
assigned  or  unassigned  in  the  same  field.  It  is  suggested  that  this 
modification  be  implemented  in  the  Extract  record  if  this  system  is  applied  to 
another  site  which  can  supply  Medicaid  eligibility  information  from  the 
Medicare  database. 


CRVS  and  CPT  cross-reference 


The  cross-reference  between  the  CRVS  and  CPT  coding  systems  utilized  by 
Arkansas  Medicare  and  Medicaid,  respectively,  is  less  than  perfect,  and  many 
Medicaid  claims  are  not  priced  with  the  use  of  customary  and  prevailing  data 
during  the  study  period.  Therefore  the  methodology  utilized  in  this  study 
reflects  the  procedure  for  pricing  Medicaid  claims,  but  does  not  include  the 
large  percentage  of  nonstandard  pricing  situations  (at  least  50  percent 
according  to  the  Medicaid  State  Management  Report  of  October  1978  through 
September  1979)  which  exist  in  practice  under  the  Arkansas  Medicaid  program. 
The  change  from  CPT-3  to  CPT-4  in  July  1979  creates  an  additional  factor  to  be 
considered  in  terms  of  its  impact  on  our  findings.  Appendix  II  discusses  the 
decision  processes  involved  in  selecting  procedures  to  be  included  in  this 
study. 

Physician  pool.  Files  containing  physician  IDs,  locality,  and  specialty 
information  (Vendor  and  Provider  files)  were  provided  for  only  one  point  in 
time,  and  were  not  updated  over  the  course  of  the  study.  This  means  that  new 
physicians  entering  the  Medicare  and  Medicaid  programs  will  not  be  eligible 
for  the  study.  Given  the  short  period  of  time  covered  by  the  study,  the 
impact  of  this  factor  on  payouts  is  relatively  minor.  If  the  study  covered  a 
longer  period  it  might  be  significant,  however. 

Having  a  constant  pool  of  physicians  has  certain  advantages,  particularly  in 
localities  with  relatively  few  claims,  in  that  the  behavior  of  a  single  new 
physician  cannot  impact  payout  data.  Also  for  procedures  with  relatively  few 
claims,  a  single  new  physician's  charging  pattern  may  cause  a  large  difference 
in  payouts  and  liabilities,  which  would  be  irrelevant  to  our  study. 

If  the  methodology  i  s  to  be  applied  to  another  similar  situation,  updating  the 
physician  identification  information  will  have  to  be  considered  in  light  of 
its  potential   advantages  and  disadvantages. 
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Fee  screen  development.  For  the  Arkansas  Medicare  program  during  the  two 
years  of  our  study,  both  Blue  Shield  and  Medicare  claims  were  used  to  generate 
fee  screens.  As  a  result,  our  simulation  uses  the  process  currently  in  prac- 
tice (i.e.,  using  Medicare  claims  alone)  since  Arkansas  Blue  Shield  would  not 
supply  their  private  claims  for  the  simulation. 

This  means  that  prevailing  charges  from  prior  years  do  not  provide  an  adequate 
base  for  calculating  ceilings  with  the  Economic  Index,  and  also  that  our 
actual  payout  figures  are  calculated  with  fee  screens  generated  on  a  different 
pool  of  claims  from  those  used  in  the  study.  Comparison  of  actual  and  simu- 
lated figures,  therefore,  require  consideration  of  this  factor. 


Procedure  code  selection 


Criteria  used  to  select  the  sample  of  procedure  codes  for  the  Arkansas  study 
(given  in  Appendix  II)  were  based  on  frequencies  and  payout  data  supplied  by 
ABCBS,  and  were  selected  so  as  to  ensure  a  majority  of  the  payouts  would  be 
covered  in  this  study.  Certain  types  of  providers  were  excluded  from  the 
study  because  they  were  paid  on  a  statewide  basis  during  the  five-locality 
period,  and  certain  procedures  were  eliminated  because  they  were  not  paid  on 
the  basis  of  comparison  of  submitted,  customary,  and  prevailing  charges. 

In  any  other  application  of  this  methodology,  an  analysis  of  procedure  codes 
will  be  necessary  to  identify  the  procedures  which  qualify  for  inclusion  in 
the  study  and  which  simultaneously  provide  a  range  of  services  and  a  large 
proportion  of  total  payout.  Each  site,  however,  will  differ  to  a  greater  or 
lesser  degree  from  the  Arkansas  site. 

The  methodology  developed  for  the  simulation,  therefore,  is  to  some  extent 
idealized.  This  approach  is  necessary  in  order  to  eliminate  factors  which 
would  make  it  difficult,  if  not  impossible,  to  evaluate  the  impact  of  change 
in  the  normal  fee  screen  calculations  on  each  of  the  programs  and  on  the 
availability  of  medical  services.  It  must  be  kept  in  mind  that  the  objective 
of  the  study  is  to  compare  single  versus  mul  til  ocal  i  ty  reimbursement.  There- 
fore, factors  which  represent  constants  in  the  total  picture  may  be  excluded 
from  the  simulation. 
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APPENDIX  I 
Medical  Specialty  Groups 


NUMERIC  CODES  ASSIGNED  FOR  CATEGORIES 
FOR  ONE   LOCALE  CONVERSION 


III.    Field  of  Practice  Categories 
Category 
1.    Medical  Specialties 


2.    General  Practice 


3.    Surgical  Specialties 


4.  Podiatry 
6.  Osteopathy 


Inclusive  Specialty 

03  -  Allergy 

06  -  Cardiovascular  Diseases 

07  -  Dermatology 

10  -  Gastroenterology 

11  -  Internal  Medicine 

13  -  Neurology 

25  -  Physical  Medicine 

26  -  Psychiatry 

29  -  Pulmonary  Disease 

39  -  Nephrology 

37  -  Pediatrics 

01  -  General  Practice 

08  -  Family  Practice 

02  -  General  Surgery 

04  -  Otology 

14  -  Neurological  Surgery 

16  -  Obstetrics  -  Gynecology 

18  -  Opthalmology 

19  -  Oral  Surgery 

20  -  Orthopedic  Surgery 
24  -  PI  astic  Surgery 

28  -  Proctology 

33  -  Thoracic  Surgery 

34  -  Urology 

48  -  Podiatry 


12 

23 
32 


49  Miscellaneous 

05  Anesthesiology 

22  Pathology 

30  Radiology 

35  Chiropractors 

59  Ambulance  Services 

51-58,  87    DME  and  Prosthesis  (Optometry 

62  Psychology 

64  Audiology 

65  Physical  Therapy 

69  Independent  Lab 

70  Multi -specialty  Clinics 
99  Unknown 


Manipulative  Therapy 
Vascul  ar  Surgery 
Radi  ation  Therapy 


-  58) 
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APPENDIX  II 
Procedure  Codes 
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MEMORANDUM 


To:  Designated  Recipients 

From:         David  Selby 

Research  Associate,  Planning  &  Human  Systems,  Inc. 

Date:         May  12,  1981 

Subject:    List  of  Medical  Procedure  Codes  to  be  Utilized  in  the 
Arkansas  Statewide  Locality  Evaluation  Project, 
HCFA  Contract  No.  HCFA-500-79-0036 


The  accompanying  list  of  medical  procedure  codes  (Exhibit  2)  has  been  selected 
for  utilization  in  the  subject  study. 

Inclusions  and  omissions  require  discussion,  which  constitutes  the  remainder 
of  this  memorandum.  Exhibit  1  gives  a  breakout  of  the  numbers  of  codes  to  be 
utilized  in  various  ways,  as  indicated  there  and  in  the  list  (columns  6-9 
itself. 

Sources 

Three  documents  constituted  the  sources  of  these  selections.    They  were: 

1.  An  internal  memorandum  from  Sharon  Allen  to  Bob  Shoptaw,  of  Arkansas 
Blue  Cross/Blue  Shield,  dated  May  8,  1979,  concerning  the  "One  Local- 
ity Demonstration  Project."  This  memorandum,  and  accompanying 
memoranda  to  Ms.  Allen  taken  as  a  single  source,  is  subsequently 
referred  to  as  "Al len-Shoptaw." 

2.  A  computer  listing,  supplied  by  ABCBS,  headed  "...a  list  of  the  most 
used  procedure  codes  for  1977.  The  data  was  extracted  from  the 
statewide/no  specialty  level  of  prevailing  fees  for  the  1978  PDS  up- 
date...." This  listing  is  said  to  reflect  combined  experience  for 
Medicare  and  Blue  Shield  claims  in  1977.  Inclusion  of  non-Medicare 
procedures,  such  as  obstetrical  care  and  related  procedures,  supports 
this. 

Information  from  this  list  underlies  procedures  included  in  Allen- 
Shoptaw. 

3.  A  computer  listing,  supplied  by  the  Arkansas  DSS,  headed  "CPT  Fre- 
quency Report--Top  200  Procedures  1/79-12/79,"  and  produced  by  MMIS 
program  HCUP54. 

All  Sources  provide  both  procedure  codes  and  volume  data,  including  frequen- 
cies and  selected  dollar  values. 
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Selection  Criteria 


The  formally  established  criteria  for  inclusion  of  a  code  in  the  subject  study 
were:  (a)  that  it  occur  at  least  600  times  in  one  of  the  source  listings,  and 
(b)  that  the  annual  dollar  value  of  payout  equal  or  exceed  $30,000. 

An  additional  criterion  for  Medicaid  procedures  is  implied  by  the  purpose  of 
the  study,  in  which  Medicaid  data  are  included  to  assess  the  impact  of  the 
Medicare  locality-change  upon  Medicaid  payments.  Only  those  Medicaid  pro- 
cedures which  are  also  Medicare  procedures  have  been  included.  This  exclusion 
causes  the  omission  of  all  obstetrical  and  related  codes  from  the  list, 
despite  their  acknowledged  high-volume  status  under  Medicaid.  Certain  other 
codes  with  an  age  limitation  (such  as  "under  12")  below  that  of  typical 
Medicare  eligibility  have  also  been  excluded  on  this  ground. 

Two  codes  for  office  eye  examinations  are  included,  despite  Medicare's  exclu- 
sion of  visual  acuity  care.  It  is  not  possible  to  determine  from  these  codes 
whether  the  condition  under  examination  was  visual  acuity  or  any  of  several 
other  possible  eye  diseases  or  malfunctions  for  which  treatment  is  covered  by 
Medicare.  The  appearance  of  eye  surgery  codes  among  the  Medicare  high-volume 
codes  supports  inclusion  of  the  two  eye  examination  codes. 

Finally,  analytic  and  practical  considerations  constitute  additional  criteria 
for  inclusion  or  exclusion  of  some  candidate  codes.  A  discussion  of  such  con- 
siderations appears  in  the  Notes  appended  to  Exhibit  2.  In  general,  some 
candidate  codes  were  excluded  because  of  conflicting  information  on  CPT-CRVS 
cross-referencing,  because  pricing  is  performed  manually  or  in  other  ways  not 
susceptible  to  straightforward  computer  processing,  or  per-unit  prices  were 
adjudged  extremely  high  or  low. 

Cross-Reference  Sources 

CPT/CRVS  cross-referencing  was  done  on  the  basis  of  entries  in  three  sources 
used  in  Arkansas.    These  included: 

1.  A  desk  manual  prepared  and  distributed  to  Medicare  providers  by  Blue 
Cross/Blue  Shield  of  Arkansas,  the  Medicare  carrier  for  the  State. 
This  list  of  frequently  used  procedure  codes  provides  the  four-digit 
CRVS  code  equivalents  prescribed  for  use  by  providers,  who  are  said 
to  use  CPT  in  most  billing.  A  January  1980  edition  was  used,  supple- 
mented by  the  October  1978  edition. 

2.  A  computer  listing,  dated  4/25/80  and  produced  by  Medicaid  MMIS  pro- 
gram HFRR04P,  of  CPT/CRVS  pairs  (and  other  information)  as  matched 
for  purposes  of  pricing  CPT-coded  Medicaid  claims,  where  CRVS-coded 
Medicare  fee  screens  are  considered. 
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3.  A  computer  listing,  dated  4/15/80  and  produced  by  Arkansas  Blue 
Shield's  program  V45810-A,  of  CRVS  to  CPT  cross-references.  Of  the 
three,  only  this  list  is  ordered,  by  CRVS  code;  it  gives  those  CPT 
codes  cross-referenced  to  each  CRVS  code  for  computation  of  fee 
screens. 

In  addition,  the  AMA's  official  Physician's  Current  Procedural  Terminology, 
4th  Edition  was  used  as  a  supplemental  reference  on  procedure  nomenclature  and 
the  status  of  CPT  codes. 

It  should  be  noted  that  these  cross-reference  sources  were  not  always  in 
agreement,  a  situation  which  caused  deletion  of  some  candidate  procedures-- 
notably  several  high-volume  psychotherapy  codes--from  the  list  of  those  to  be 
utilized  in  the  study.  Further  comments  on  this  matter  appear  in  the  appended 
Notes  to  the  1  i  st. 

Analytical  Uses  of  Codes 

The  project  anticipates  three  related  analytic  reports,  two  covering  single 
years  of  experience  in  Arkansas,  the  third  a  consolidated  report  covering  both 
studied  years,  to  include  an  analysis  of  comparative  pricing  and  payment  data 
over  the  period. 

Owing  to  increased  refinement  of  the  CPT  code  scheme,  the  number  of  CPT  codes 
expanded  between  the  third  and  fourth  editions  of  the  official  CPT  classifica- 
tion. Some  codes  used  in  CPT3  were  deleted  and  (generally)  replaced  by 
multiple  new  codes.  For  example,  CPT3's  80013  was  deleted  and  replaced  by 
CPT4's  80016,  80018,  and  80019.  As  shown  on  the  last  page  of  Exhibit  2,  all 
of  these  are  cross-referenced  to  CRVS  5-8015. 

For  the  single-year  reports,  all  high-volume  CPT  codes  in  use  during  the 
subject  year  will  be  incorporated  in  the  data.  Although  this  creates  noncom- 
parability  in  the  databases  used  for  the  separate  years,  it  has  the  advantage 
of  being  maximally  inclusive  of  high-volume  procedures  for  each  year. 

Codes  Not  Priced 

Not  all  codes  listed  in  Exhibit  2  are  to  be  priced,  as  shown  in  Exhibit  1. 
Some  CPT  codes  are  listed  only  to  provide  description  of  the  procedures' cross- 
referenced  to  high-volume  CRVS  codes.  Others,  however,  are  included  for  fee 
screen  computation  only,  which  may  require  explanation. 

In  Arkansas,  Medicaid  allowed  payments  are  determined  in  a  variety  of  ways, 
only  one  of  which  concerns  us  (owing  to  the  analytic  decisions  noted  above  and 
in  the  appendix  to  Exhibit  2).  The  method  under  study  involves  comparison 
of  the  Medicaid  provider's  submitted  charge  with  appropriate  "fee  screens," 
which  include: 

a.    the  provider's  customary  charge  as  determined  from  Medicaid 
claims  history, 
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b.  the  provider's  non-clinic  customary  charge  as  determined  from 
Medicare  claims  history,  and 

c.  the  Medicare  prevailing  charge  as  determined  from  Medicare 
claims  history. 

With  certain  exceptions,  all  CPT  codes  cross-referenced  to  a  given  CRVS  code 
are  included  in  the  data  used  for  computations  of  Medicare  customary  and  pre- 
vailing charges.  In  order  to  compute  fee  screens  for  certain  procedures  which 
are  high-volume  items  only  in  Medicaid,  we  must  extract  those  CRVS  codes  (from 
Medicare  data)  needed,  even  though  they  are  not  high-volume  Medicare  items. 
As  Exhibit  1  shows,  there  are  10  such  CRVS  codes.  No  comparable  use  of 
Medicaid  data  exists  for  pricing  of  Medicare  high-volume  items,  since  Medicare 
pricing  does  not  depend  on  Medicaid  screens. 

The  list  of  Medicaid  CPT  codes  which  are  to  be  profiled  (but  not  priced)  is 
longer,  including  43  codes.  These  are  required  because  Medicaid  computes  its 
customaries  in  terms  of  CRVS  codes,  rather  than  for  individual  CPT  codes--even 
though  Medicaid  providers  bill  using  CPT.1  Consequently,  we  must  extract  data 
for  all  codes  which  Arkansas  Medicaid  utilizes  in  computing  a  CRVS-coded  cus- 
tomary. 


For  example,  though  only  CPT  90600  (limited  consultation,  CRVS  3-9027)  is  a 
reported  high-volume  code  in  Medicaid  and  therefore  to  be  priced,  its  sister- 
code  90605  must  be  extracted  for  the  sole  purpose  of  computing  a  fee  screen 
for  CRVS  3-9027,  the  cross-reference  for  which  the  applicable  Medicaid  cus- 
tomary will  be  computed. 

CRVS  2-0171  provides  the  most  extreme  example  of  this  situation,  and  is  dis- 
cussed separately  in  the  appended  Notes  for  Exhibit  2. 


""Medicaid  customaries  are  computed  on  CRVS  cross-reference  codes,  rather 
than  individual  CPT  codes,  in  order  to  allow  use  of  the  automated  pricing 
system,  according  to  an  Arthur  Anderson  Company  report  on  Medicaid  coding  in 
Arkansas.  Use  of  this  practice  has  been  confirmed  by  Medicaid  personnel.  In 
fact,  for  procedures  not  covered  by  Medicare,  Arkansas  Medicaid  creates 
"dummy"  CRVS  cross-references  as  needed  to  comply  with  automated  system  data 
requi  rements. 
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"Duplicated"  Procedures 


In  the  diagnostic  radiology  portion  of  the  list  (CRVS  prefix  4),  some  pro- 
cedures are  listed  twice.  In  these  cases,  the  list  distinguishes  between 
billings  for  the  total  procedure  and  those  for  the  professional  component 
alone.  In  Arkansas,  the  first  digit  of  the  base  4-digit  CRVS  code  is  used  to 
differentiate  among  bills  for  the  total  procedure  (usually  leading  0),  the 
technical  component  alone  (7),  and  the  professional  component  alone  (9). 
Thus,  CRVS  code  4-0101  designates  the  total  procedure  and  4-9101  the  profes- 
sional component  for  a  two-view  X-ray  of  the  chest. 

Medicaid  accomplishes  recording  of  this  distinction  by  including  a  special 
procedure-modifier  field  in  its  claim  record,  where  a  "P"  is  entered  for  the 
professional  component  and  the  field  left  blank  for  the  total  procedure. 
(Arkansas  Medicaid  does  not  pay  for  the  technical  component  alone.) 

In  some  instances,  only  one  of  the  paired  codes  appears  in  the  list  (i.e., 
only  the  total  or  only  the  professional  component)  because  only  those  codes 
appeared  in  Medicare  lists  of  high-volume  procedure  codes.  For  Medicaid, 
where  lists  included  only  the  basic  CPT  number,  it  is  not  possible  to 
determine  directly  whether  the  professional  or  total  code,  or  both,  is 
responsible  for  high  volumes.  Therefore,  for  high-volume  radiology  procedures 
obtained  from  Medicaid  lists  both  CRVS  codes  will  be  studied. 

The  same  coding  scheme  applies  to  laboratory  and  pathology  procedures, 
although  no  codes  for  professional  component  alone  are  included  in  our  list 
(see  discussion  in  appendix  Notes). 

Summary 

As  suggested  by  the  foregoing  brief  comments,  the  list  of  medical  procedure 
codes  shown  in  Exhibit  2  has  been  compiled  on  the  basis  of  not  only  the  formal 
criteria  for  inclusion  but  also  various  considerations  about  the  use  of  these 
codes  for  payment  of  claims  in  the  Medicare  and  Medicaid  programs  in  Arkansas. 
There  are  additional  complications  which  will  be  discussed  in  the  methods 
sections  of  the  report.  The  list  in  Exhibit  2  represents  the  best  compromise 
among  competing  ideal  and  feasible  criteria  for  inclusion  of  codes  in  the 
study. 
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EXHIBIT  1 


DISTRIBUTION  OF  LISTED  MEDICAL  PROCEDURE  CODES 


Total 

Prof  il  ed 

Priced 

Neither1 

Medicare 

(CRVS) 

96 

96 

85 

0 

Medicaid 

(CPT) 

All 

161 

118 

76 

43 

Status  Group2 

7 

96 

70 

62 

26 

4 

46 

35 

9 

11 

3 

14 

11 

5 

3 

0 

5 

2 

0 

3 

'Some  Medicaid  CPT  codes  merely  accompany  Medicare  high- 
volume  codes  to  provide  descriptions  of  included  procedures. 
They  are  neither  Medicaid  high-volume  codes  nor  Medicaid  codes 
needed  for  fee-screen  computation  only. 

'"Status  group"  in  the  list  (see  column  5)  indicates  the 
CPT  status  (not  Medicaid  payment  status)  of  listed  CPT  codes. 
Status  7  =  codes  included  under  both  CPT3  and  CPT4  (3+4  =  7); 
status  4  =  codes  newly  added  in  CPT4;  status  3  =  codes  in  use 
under  CPT3  but  deleted  from  CPT4;  status  0  =  unofficial  codes 
not  included  in  CPT2,  CPT3,  or  CPT4;  these  are  Arkansas 
"addendum  codes."    Status  determined  by  reference  to  official 
AMA  Manual  ,  Physicians'  Current  Procedural  Terminology,  47th 
Edi  tion. 
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EXHIBIT  2 


MEDICAL  PROCEDURE  CODES  TO  BE  UTILIZED  IN 
THE  SINGLE-LOCALITY  EVALUATION  PROJECT 


Contents  by  column: 
Columns  1/2 


Columns  3/4 


Column  5: 


Columns  6/7: 


Columns  8/9: 


Column  10: 


Indication  of  high-volume  source  lists  on  which  codes  appeared, 
Column  1  pertains  to  Medicare  CRVS  codes,  column  2  to  Medicaid 
CPT  codes. 

Cross-referenced  CRVS  codes  and  CPT  codes,  as  shown  in  cross- 
reference  sources.  The  initial  digit  for  codes  in  column  3  is 
the  Medicare  TOS  (type  of  service)  code,  where: 


1  =  Medical 

2  =  Surgical 

3  =  Consul  tation 

4  =  Diagnostic  Radiology,  Nuclear  Medicine. 

5  =  Diagnostic  Laboratory  and  Pathology 

6  =  Radiation  Therapy 


and  Ultrasound 


CPT  code  status,  where  "7"  indicates  continuing  usage  under 
both  CPT3  and  CPT4,  "4"  indicates  codes  newly  added  under  CPT4, 
"3"  indicates  codes  used  under  CPT3  but  deleted  under  CPT4,  and 
"0"  indicates  non-official  CPT-format  codes  added  in  Arkansas. 

Codes  to  be  used  in  fee-screen  computations.  Column  6  pertains 
to  CRVS  codes,  Column  7  to  CPT  codes.    Blanks  indicate  non-use. 

Codes    to  be    priced  for  analyses.      Column  8    pertains  to  CRVS 
codes,  Column  9  to  CPT  codes.    Blanks  indicate  non-priced 
codes. 

Procedure  description,  as  obtained  from  (a)  ABC/BS  Physicians' 
Cross-reference  Manual  (Frequently  Used  Procedure  Codes,  1/80), 
(b)  Medicaid  cross-reference  source  dated  4/80,  or  (c)  'Physi- 
cians' Current  Procedural  Terminology,  4th  Edition.  The 
latter,  though  "official,"  was  used  only  as  a  supplement 
because  Arkansas  nomenclature  occasionally  varies. 
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PROGRAM  PROCEDURE  CODE       CPT      STUDY  USE  -- 

SOURCE  LIST    MEDICARE    MEDICAID    CODE    PROFILE  PRICE 

-CARE  -CAID  (CRVS)  (CPT)  STATUS  DESCRIPTION 
("B")    ("A")  D    A       D  A  


X 

X 

19001 

90000 

7 

X 

X 

X 

X 

X 

X 

90010 

7 

X 

X 

X 

X 

X 

X 

19002 

90015 

7 

X 

X 

X 

X 

X 

X 

90020 

7 

X 

X 

X 

X 

X 

X 

90021 

3 

X 

X 

X 

X 

X 

19004 

90031 

3 

X 

X 

X 

X 

X 

90040 

7 

X 

X 

X 

X 

X 

X 

90050 

7 

X 

X 

X 

X 

X 

X 

19006 

90060 

7 

X 

X 

X 

X 

X 

X 

19007 

90070 

7 

X 

X 

X 

X 

X 

ii 

90089 

3 

X 

X 

X 

X 

X 

19008 

90080 

7 

X 

X 

X 

X 

X 

X 

n 

90081 

3 

X 

X 

X 

X 

X 

X 

19011 

90450 

7 

X 

X 

X 

X 

X 

X 

" 

90460 

7 

X 

X 

X 

X 

X 

19014 

90150 

7 

X 

X 

X 

19020 

90540 

7 

X 

X 

X 

X 

19021 

90200 

7 

X 

X 

X 

X 

X 

X 

H 

90215 

7 

X 

X 

X 

X 

X 

X 

19022 

90220 

7 

X 

X 

X 

X 

X 

X 

19023 

90240 

7 

X 

X 

X 

X 

X 

X 

90250 

7 

X 

X 

X 

X 

X 

X 

19025 

90260 

7 

X 

X 

X 

X 

X 

19026 

90270 

7 

X 

X 

X 

X 

19111 

90431 

3 

X 

X 

X 

X 

X 

90440 

7 

X 

X 

X 

X 

X 

90455 

0 

X 

X 

X 

X 

19356 

92013 

0 

X 

X 

X 

19529* 

97260 

7 

X 

X 

Office  Visit-New  Patient:  Brief 
Office  Visit-New  Patient:  Limited 
Office  Visit-New  Patient:  Intermediate 
Office  Visit-New  Patient:  Comprehensive 
Office  Visit-New  Patient 
Office  Visit 

Office  Visit-Estab  Patient:  Brief 
Office  Visit-Estab  Patient:  Limited 
Office  Visit-Estab  Patient:  Intermediate 
Office  Visit-Estab  Patient:  Extended 
Office  Visit-Eye  Examination 
Office  Visit-Estab  Patient:  Comprehensive 
Office  Visit 

Care  Facility  Service, Single  Patient:  Limited 
Care  Facility  Service, Single  Patient:  Intermediate 
Home  Visit:  Limited  Service 
Emerpency  Care:  Brief 

Hospital  Care, Initial :  Brief  History  4  Exam 
Hosnital  Care, Initial :  Intermediate  Hist  h  Exam 
Hospital  Care, Initial :  Comprehensive  Hist  h  Exam 
Hospital  Follow-up  Visit:  Brief 
Hospital  Follow-up  Visit:  Limited 
Hospital  Follow-up  Visit:  Intermediate 
Hospital  Follow-up  Visit:  Extended 
Care  Facility  Service 

Care  Facility  Service, Multi-patient:  Brief 
Care  Facility  Service, Multi-patient:  Limited 
Eye  Examination,  Without  Refraction 
Regional  Manipulation,  One  Area 


Type  of  Service  (TOS)  prefix  "C"  designates  chiropractor  in  Arkansas. 


X 

20103 

10060 

7 

X 

X 

X 

X 

26010 

7 

X 

X 

X 

X 

20171 

11100 

7 

X 

X 

X 

X 

11101 

7 

X 

X 

X 

X 

11200 

7 

X 

X 

X 

X 

11201 

7 

X 

X 

X 

X 

21550 

4 

X 

X 

X 

X 

22010 

4 

X 

X 

X 

X 

24065 

4 

X 

X 

X 

X 

25065 

6 

X 

X 

X 

X 

27040 

4 

X 

X 

X 

X 

27323 

4 

X 

X 

X 

X 

27613 

4 

X 

X 

X 

X 

21555* 

4 

X 

X 

X 

X 

22011 

4 

X 

X 

X 

X 

22030 

4 

X 

X 

X 

X 

24066 

4 

X 

X 

X 

X 

24075 

4 

X 

X 

X 

X 

25066 

4 

X 

X 

X 

X 

25075 

4 

X 

X 

X 

X 

26115 

4 

X 

X 

X 

X 

27047 

A 

X 

X 

X 

X 

27327 

4 

X 

X 

X 

X 

27618 

4 

X 

X 

X 

X 

28043 

4 

X 

X 

X 

X 

20173 

11420 

7 

X 

X 

X 

20176 

11421 

7 

X 

X 

Incision  h  Drainage  of  Abcess;  Simple 

Drainage  of  Finger  Abcess;  Simple 

Biopsy  of  Skin  Lesion;  One  Lesion 

Biopsy  of  Skin  Lesion;  Each  Additional  Lesion 

Removal  of  Skin  Tags;  Up  to  15 

Removal  of  Skin  Tags;  Each  Additional  10  Lesions 

Biopsy, Soft  Tissue  of  Neck/Thorax 

Biopsy,  Soft  Tissue  of  Spine;  Superficial 

Biopsy  Arm/Elbow  Soft  Tissue;  Superficial 

Biopsy  Forearm/Wrist  Soft  Tissue;  Superficial 

Biopsy  Pelvis/Hip  Joint  Soft  Tissue;  Superficial 

Biopsy  Thigh/Knee  Joint  Soft  Tissue;  Superficial 

Biopsy  Leg/Ankle  Joint  Soft  Tissue;  Superficial 

Excision  Benign  Tumor  Neck/Thorax;  Subcutaneous 

Biopsy,  Soft  tissue  of  Spine;Deep 

Excision,  Benign  Tumor  Spine;  Subcutaneous 

Biopsy  Arm/Elbow  Soft  Tissue;  Deep 

Excision,  Benign  Tumor  Arm/Elbow;  Subcutaneous 

Biopsy  Forearm/Wrist  Soft  Tissue;  Deep 

Excision,  Benign  Tumor  Forearm/Wrist;  Subcutaneous 

Excision,  Benign  Tumor  Hand/Fingers;  Subcutaneous 

Excision,  Benign  ^Tumor  Pelvis/Hip  Joint;  Subcutaneous 

Excision,  Benign  Tumor  Thigh/Knee  Jointj  Subcutaneous 

Excision,  Benign  Tumor  Leg/Ankle  Joint;  Subcutaneous 

Excision,  Benign  Tumor  Foot;  Subcutaneous 

Removal  of  Skin  Lesion,  ex.  Tags;  Up  to  0.5  cm. 

Removal  of  Skin  Lesion,  ex.  Tags;  0.5  ■-  1.0  cm. 


*  CPT  21555  and  other  codes  cross-referenced  to  CRVS  2-0171  below  dividing  line  are  substantially  higher- 
oriced  than  those  above  divider.  See  conrents  regarding  this  set  of  codes  in  attached  Notes. 
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PROGRAM 

PROCEDURE  CODE 

CPT 

STUDY  USE  - 

SOURCE  LIST 

MEDICARE 

MEDICAID 

CODE 

PROFILE 

PRICE 

-CARE 

-CA1D 

(CRVS) 

(CPT) 

STATUS 

DESCRIPTION 

("B") 

("A") 

R 

A 

B  A 

X 

20369 

13400 

0 

X 

X 

First  Aid:  Complex  Repair  of  Integuementary  System 

X 

20401 

17000 

7 

X 

X 

Destroy  One  Lesion;  Any  Method,  Any  Location 

X 

20410 

11050* 

4 

X 

X 

Curette  Benign  Skin  Lesion;  Single  Lesion 

X 

20417 

11051* 

6 

X 

X 

Curette  Benign  Skin  Lesion;  Two  to  Four  Lesions 

X 

22442** 

93547 

4 

X 

X 

X 

X 

Combined  Left  Heart  Catheterization,  etc, 

X 

93548 

4 

X 

x 

X 

Combined  Left  Heart  Catheterization,  etc,,  and  Root  Aortograp 

X 

93549 

4 

X 

x 

X 

Combined  Right  and  Left  Heart  Catheterization, etc , 

X 

23128 

43235 

4 

X 

X 

Upper  GI  Endoscopy;  Diagnosis 

X 

23261 

44950 

7 

X 

X 

X 

Excision  of  Appendix 

X 

23311 

45300 

7 

X 

X 

Proctosigmoidoscopy;  Diagnostic 

X 

45302 

4 

X 

X 

Proctosigmoidoscopy;  With  Specimen  Collection 

X 

23515 

47600 

7 

X 

X 

X 

Removal  of  Gallbladder 

X 

23516 

47605 

7 

X 

X 

X 

Removal  of  Gallbladder,  with  Cholangiography 

X 

23571 

49000 

7 

X 

X 

X 

Exploration  of  Abdomen 

X 

23931 

52100 

7 

X 

X 

Cystourethroscopy ;  Hospital 

X 

23947 

52000 

7 

X 

X 

Cystourethroscopy;  Office 

X 

24031 

53600 

7 

X 

X 

Dilation  of  Urethral  Stricture , Male;  Initial 

X 

53601 

7 

X 

X 

Dilation  of  Urethral  Stricture,  Male;  Subsequent 

X 

24036 

53660 

7 

X 

X 

Dilation  of  Urethra,  Female;  Initial 

X 

53661 

7 

X 

X 

Dilation  of  Urethra,  Female;  Subsequent 

X 

24321 

52600 

3 

X 

X 

Remove  Prostate  Thru  Urethra 

X 

52601 

4 

X 

X 

Prostatectomy,  Transurethral  Resection;  Complete 

X 

52610 

3 

X 

X 

Removal  of  Prostate 

X 

X 

24617 

58150 

7 

X 

X 

X 

X 

Total  Hysterectomy 

*CPT  11050  is  one  of  eight  CPT  codes,  11051  one  of  five  codes  incorporated  in  the  Medicare  fee  screen  computa- 
tions for  their  respective  CRVS  cross-references.  Other  codes  omitted  to  save  space,  given  no  pricing  for 
Medicaid. 

**  CRVS  2-2442  fails  the  freouency  criterion  by       services  (P  536  in  1977),  but  has  a  high  dollar  total 
ov/ing  to  higli  price  of  procedure.  See  additional  comments  on  this  code  in  attached  Notes. 
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X 

25619 

66850 

7 

X 

X 

Removal  of  Lens  Material;  Microscopic/Phakofrag.  Method 

X 

259G3 

69435 

7 

X 

X 

X 

Create  Eardrum  Opening,  In  Surgical  Suite;  Unilateral 

X 

X 

39027 

50600 

7 

X 

X 

X 

X 

Consultant  Services:  Limited 

X 

90605 

4 

X 

X 

X 

Consultant  Services:  Intermediate 

X 

X 

39028 

.  90G20 

7 

X 

X 

X 

X 

Consultant  Services:  Comprehensive 

X 

39055 

90610 

7 

X 

X 

X 

Consultant  Services:  Extensive 

X 

X 

40020 

70220-* 

7 

X 

X 

X 

X 

XRAY  Exam  of  Sinuses, Complete;  Without  Contrast 

X 

X 

40100 

71010- 

7 

X 

X 

X 

X 

XRAY  Exam  of  Chest;  P. A.  View 

fx 

X 

40101 

71020- 

7 

X 

X 

X 

X 

XRAY  Exam  of  Chest;  P. A.  and  Lateral  Views 

X 

X 

40210 

72100- 

7 

X 

X 

X 

X 

XRAY  Exam  of  Lower  Spine;  A. P.  and  Lateral  View*. 

X 

40211 

72080- 

7 

X 

X 

X 

XRAY  Exam  of  Spine;  Thoracolumbar,  A.l'.,  ur..i  Lcxerai  Views 

E 

X 

n 

72)10- 

7 

X 

X 

X 

X 

XRAY  Exam  of  Lower  Spine;  Complete,  with  Oblique  Views 

X 

40217 

72170- 

7 

X 

X 

XRAY  Exam  of  Pelvis;  A. P.  View  Only 

X 

40252 

73030- 

7 

X 

X 

XRAY  Exam  of  Shoulder;  Complete,  Minimum  Two  Views 

X 

X 

40256 

73110- 

7 

X 

X 

X 

XRAY  Exam  of  Wrist;  Complete,  Minimum  Three  Views 

X 

40257 

73130- 

7 

X 

X 

XRAY  Exam  of  Hand;  Minimum  Three  Views 

X 

40300 

73510- 

7 

X 

X 

XRAY  Exam  of  Hip;  Complete,  Minimum  Two  Views 

X 

40304 

73570- 

7 

X 

XRAY  Exam  of  Knee;  Complete,  Minimum  Three  Views 

X 

X 

4030C 

73610- 

7 

X 

X 

X 

X 

XRAY  Exam  of  Ankle;  Complete,  Minimum  Three  Views 

X 

73616- 

4 

X 

X 

X 

XRAY  Exam  of  Ankle;  Arthrography,  Complete  Procedure 
XRAY  Exam  of  Foot;  Complete,  Minimum  Three  Views 

X 

X 

40307 

73630- 

7 

X 

X 

X 

X 

X 

73650- 

7 

X 

X 

X 

XRAY  Exam  of  Heel;  Minimum  Two"  Views 

X 

X 

40358 

74240- 

7 

X 

X 

X 

X 

XRAY  Exam  of  Upper  GI  Tract;  Without  KUB 

X 

X 

74241- 

7 

X 

X 

X 

X 

XRAY  Exam  of  Upper  GI  Tract;  With  KUB 

X 

X 

40360 

74270- 

7 

X 

X 

X 

X 

Contrast  XRAY  Exam  of  Colon;  Barium  Enema 

X 

X 

40364 

74290- 

7 

X 

X 

X 

X 

Contrast  XRAY  Gallbladder;  Oral  Contrast 

X 

74291- 

7 

X 

X 

X 

Contrast  XRAY  Gallbladder;  Add/Rpt/Mul ti -day  Exam 

X 

X 

40371 

74400- 

7 

X 

X 

X 

X 

Contrast  XRAY  Urinary  Tract;  Intravenous 

X 

X 

49026 

70260P* 

7 

X 

X 

X 

-  X 

XRAY  Exam  of  Skull;  Complete,  Minimum  Four  Views 

Suffix 

"  indicates  complete 

Drocedure 

P  " 

indicates  professional  component  only. 

Where  the  Medicare  high-volume  sourcp  list  included  the  professional  component  code  as  a 
separate  item,  it  is  listed  separately  here.    See  further  comments  in  attached  Notes. 
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PROGRAM  PROCEDURE  CODE        CPT      STUDY  USE  -- 

SOURCE  LIST  MEDICARE    MEDICAID    CODE    PROFILE  PRICE 

-CARE  -CAID  (CRVS)        (CPT)      STATUS  DESCRIPTION 

{ "B" )  ("A")  B    A       G  A   


X 

X 

49190 

7ini  r.D* 

7 

x 

x 

x 

x 

Y"AY   Pyam  nf   Thpct-    P   A  View 
A. ./w    r. An ni  ui    Lncb  L  (    r  . n •    V  1  civ 

X 

X 

4;  1D1 

7 1923P 

7 

x 

x 

x 

YRflY    r»am  nf   riiocf  ■    P   A      anH   1  at-or-al  Viouc 

Al\nl      L  AdHI    UI      LIIC3  Lf     I   mr\  •     d  I1U     La  lei  CI  1  flCWb 

X 

49206 

72052P 

1 

x 

x 

YRAY   Pvam  nf"  Norl'-^ninD'fnmn        w/OKl  l  ni  io /PI  o  v    Pvf  one 

X 

49211 

79HQnD 
/  C  Jo'Jr 

7 

X 

x 

x 

XRAY  Exam  of  Spine;  Thoracolumbar,  A. P. ,  and  Lateral  Views 

X 

X 

/ «.  I  lur 

1 

x 

x 

x 

x 

XRAY  Exam  of  Lowsr  Spine;  Complete,  with  0blinue  Views 

X 

49263 

7PTO.CD 
/ ojJDr 

7 

X 

X 

Nuclear  Scdn  of  Rones;  Whole  Body 

X 

49357 

/He.  jUr 

7 

x 

x 

XRAY  Exrtn  of  Snail  Bowel;  Including  Multiple  Serial  Films 

X 

X 

49358 

7 A  OA(\D 

7 

x 

x 

x 

x 

YOAY     Tvan    llrmor    PT     Trart  -     Ui  f  Knnf  YliQ 

f\iu\j  LXrtiii  upoer  ui   iract,  hi tnoui  curs 

X 

X 

1  Hl.H  lr 

7 

x 

x 

x 

x 

YPAY    Fvam    llnnnr    C\    Trapf'     LN  *■ 'i  Hin 

r.u/w  LAain  upper  bi    iract,  Wl l-l  F-UU 

X 

X 

49300 

74270P 

7 

x 

x 

x 

x 

Contrast  XRAY  Exam  of  Colon;  Barium  E'lema 

X 

X 

49364 

7/1  OOf^D 

7 
/ 

X 

Lon  .  jsi  akmi  ua  i  i o  i dooer ;  ura  i  i.ontrast. 

x 

74291P 

7 

X 

.< 

j; 

Contest  XRAY  Gall  blatter;  Add/3pt/Multi-day  Exam 

X 

X 

49371 

74400P 

7 

X 

X 

X 

X 

Contrast  XFAY  Urinary  Tract;  Intravenous 

X 

49381 

74410P 

7 

X 

Contrast  XRAY  Urinary  Tract;  Infusion,  Drip  Method 

X 

49386 

74011P 

X 

X 

X 

Acute  Abdominal  Series 

X 

X 

7AQ20P 

7 

X 

X 

X 

X 

XRAY  Exam  of  Abdomen;  Compl . ,  Incl.  Decubi ti s/Erect  Views 

X 

494^0 

73C06P 

X 

Nuclear  Scan  of  Brain;  Complete,  Hith  Vascular  Flow 

X 

49461 

76109P 

7 

X 

X 

XRAY  Exam  of  Body  Section;  Other  Than  Kidney 

X 

49524 

73G0CP 

4 

X 

X 

Fiuclear  Scan  of  Brain;  Limited,  Static 

X 

49551 

70395P 

7 

X 

X 

Nuclear  Scan  of  Bones;  Multiple  Areas 

X 

505C7 

82640-  * 

7 

X 

X 

CHEM-TOX:  Digitoxin  (Digitalis);  Blood,  RIA 

X 

32t41- 

/: 

X 

X 

CKEM-TOX:  Dioitoxin  (Digitalis);  Urine 

X 

82643- 

4 

X 

X 

CIIEM-TOX:  Digoxin,  RIA 

*  See  note  preceding  pane. 


X 

X 

507-14 

C55G0- 

7 

X 

X 

X 

X 

-HEMAT :  Blood  Cell  Exam;  Platelet  Count 

X 

X 

50706 

84132- 

4 

X 

X 

X 

CHEM-TOX:  Potassium;  Blood 

X 

ii 

S4133- 

4 

X 

X 

X 

CHEM-TOX:  Potassium;  Urine 

X 

X 

C4140- 

3 

X 

X 

X 

X 

CHEM-T0X:  Potassium 

X 

5U747 

84450- 

7 

X 

X 

CHEM-TOX:  Transaminase  (SG0T),  Blood;  Timed  KUV  Method 

X 

50757 

86410- 

3 

X 

Laboratory  Services,  Analysis 

X 

86592- 

4 

X 

X 

X 

inr.UN:  Syphilis  Tests,  Qualitative  VDRL.RPR.DRT 

X 

50771 

33465- 

3 

X 

X 

Laboratory  Services,  Analysis 

X 

50774 

83450- 

3 

X 

X 

X 

CHEM-T0X:  Thyroxine  (T4) 

X 

X 

84441- 

4 

X 

X 

X 

CHEM-TOX:  Thyroxine  (T-4),  Method  to  be  Specified 

X 

50730 

34478- 

4 

X 

CIIEM-T0X:  Triglycerides ,  Blood 

CHEM-T0X:  Sunar  (Glucose);  Blood, ouantitative 

X 

50G22 

34330- 

3 

X 

X 

X 

X 

02950- 

4 

X 

X 

CHEM-T0X:  Glucose;  Post  Glucose  Dose 

X 

X 

50934 

oioo:- 

7 

X 

X 

X 

X 

URHI:  Routine  Urinalysis;  With  Microscopy 

X 

X 

81302- 

7 

X 

X 

X 

UP.  1*1:  Routine  Urinalysis;  Without  Microscopy 

k  Six  CPT  codes  incorporated  in  the  Medicare  fee-screen  computation  but  not  included  in  the  Medicaid 
cross-reference  list  are  omitted.    Two  CPT  codes  priced  by  relative  value  units  (status  9)  under 
Medicaid  but  incorporated  in  the  Medicare  fee  screens  also  omitted.  These  eight  CPT  codes  will  be 
excluded  from  computation  of  fledicaid  screens  for  5-0623.  See  attached  Motes. 
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PROGRAM  PROCEDURE  CODE       CPT      STUDY  USE  -- 

SOURCE  LIST  MEDICARE    MEDICAID    CODE    PROFILE  PRICE 

-CARE  -CAID  (CRVS)        (CPT)      STATUS  DESCRIPTION 

("B")  ("A")    :  D    A       D  A  


X 

X 

58001 

nooo4- 

7 

X 

X 

X 

X 

X 

X 

GCOIj 

30012- 

7 

X 

X 

X 

X 

5S015 

80013- 

3 

X 

X 

X 

80016- 

4 

X 

X 

X 

X 

80C18- 

t 

X 

X 

X 

X 

ii 

83019- 

4 

X 

X 

X 

X 

X 

58?:15 

QC3J2- 

d 

X 

X 

X 

X 

X 

8.1305- 

4 

X 

X 

X 

X 

X 

X 

08310- 

X 

X 

X 

X 

X 

X 

59101 

939C0 

7 

X 

X 

X 

X 

X 

X 

5^103 

93010 

7 

X 

X 

X 

X 

NOTE: 

Professional  components  of  lab  and  pathology 

Automated  Clinical  Chemistry  Tests:  4 
Automated  Clinical  Chemistry  Tests:  12 
Blood/Urine  Tests 

Automated  Clinical  Chemistry  Tests:  13  to  16 

Automated  Clinical  Chemistry  Tests:  17  to  18 

Automated  Clinical  Chemistry  Tests:  19  or  More 

Surpical  Pathology,  Gross  S  Micro;  Exam  for  Ident/P.ecord 

Surgical  Patholopy,  Gross  S  Micro;  Diag/Large  or  Mult  Spec 

Exam  of  Surgical  SDecimens 

Electrocardiogram;  Routine/12  Leads,  With  Interp.  5  Reoort 
Electrocardiogram;  Interpretation  &  Renort  Only 


x        x        67405        77405        4        x    x       x    x     Daily  Radiat  Ther  Treatment  Mgmt;  Intermediate 

x  67550        77550        Ox  x  Supervoltage  Per-Treatment  Allowance 

x  67620        774GO        4        x  x  Daily  Sunerfic.  Extern.  Radiat.  Trtmt,  Aux.  Shielding 
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APPENDIX  NOTES 


There  were  various  exclusions,  deletions,  omissions,  and  problems  concerning 
"candidate"  codes  considered  for  inclusion  in  the  preceding  list.  The  follow- 
ing discussion  provides  the  rationale  for  exclusions  and  some  details  on 
problems  associated  with  selected  codes. 

The  intent  was  to  derive  a  list  of  high-volume  codes,  plus  others  needed  for 
computation  of  fee  screens  in  a  manner  consistent  with  reported  practices  in 
Arkansas.  We  believe  the  list  presented,  with  uses  as  noted,  constitutes  the 
best  set  of  codes  which  can  be  designated  for  the  present  study.  Reviewers 
are  invited  to  suggest  appropriate  changes  after  considering  the  following 
comments. 

I.    EXCLUSIONS  FOR  ANALYTICAL  REASONS 

A.    Exclusions  from  Fee-screen  Computations 

1.  CPT  codes  cross-referenced  to  a  given  CRVS  but  listed  as  paid  by 
individual  consideration  (manual  pricing)  in  the  Medicare  physi- 
cians' cross-reference  manual.  Such  CPT  codes  are  omitted  from 
the  data  aggregated  for  computation  of  Medicare  fee  screens. 

2.  CPT  codes  not  cross-referenced  (CRVS  zeroed)  in  the  Medicaid 
cross-reference  listing,  hence  not  included  in  computation  of 
Medicaid's  CRVS-coded  customaries.  Such  codes  are  normally  paid 
on  a  basis  other  than  the  straightforward  automated  comparisons  of 
lowest-charge  alternatives  (e.g.,  base  x  relative  value  units, 
manual  pricing,  or  according  to  an  absolute  Medicaid  maximum). 

3.  CPT  codes  (such  as  92002)  which  are 

(a)  not  reported  Medicaid  high-volume  codes  and 

(b)  cross-referenced  to  a  specific  CRVS  code  in  the  Medicaid 
cross-reference  listing,  but 

(c)  not  cross-referenced  in  the  Medicare  physicians  manual 

or  the  Blue  Shield  cross-reference  list,  thus  not  included 
in  computation  of  Medicare  for  screens;  providing 

(d)  they  are  not  identifiable  Medicaid  "addendum"  codes. 

Such  codes  often  had  Medicaid  maximum  charge  limits  markedly  dis- 
crepant from  other  codes  related  to  the  same  CRVS,  hence  qualify 
as  "outliers"  whose  inclusion  would  tend  to  distort  the  computed 
fee  screens.    They  will  be  excluded  from  Medicaid  screens. 


B.  Exclusions  from  Pricing 


1.  Codes  paid  by  manual  pricing  in  either  Medicare  or  Medicaid.  Not 
amenable  to  automated  pricing  in  the  study. 

2.  Medicaid  codes  priced  by  the  method  of  "base  x  relative  value 
units,"  because  such  codes  are  not  cross-referenced  in  the 
Medicaid  listing  and  involve  individual  determination  of  what  base 
and  which  (Medicare  or  Medicaid)  relative  value  units  should  be 
utilized.  (This  group  includes  one  CPT  code  whose  payment  status 
appears  to  have  been  erroneously  recorded  in  the  Medicaid  refer- 
ence listing.) 

3.  Codes  with  extremely  high  or  low  unit  prices.  On  the  upper  end 
were  four  coronary-bypass  procedures,  with  Blue  Shield  prevailing 
charges  in  the  range  $2,025-3,500  per  service,  and  reported  fre- 
quencies in  the  range  13-49.  On  a  payout  basis,  these  reached  as 
much  as  an  estimated  $147,000,  but  were  nonetheless  excluded  as 
atypical  . 

On  the  lower  end  were  a  large  number  (25  CPT,  2  CRVS)  of  "profes- 
sional component"  1 aboratory/pathol ogy  codes,  for  which  the 
Medicaid  maximum  charge  or  Blue  Shield  prevailing  was  less  than 
$5.  Owing  to  very  high  frequencies,  such  codes  exceeded  $30,000 
per  year  even  when  the  value  was  as  low  as  $2.  From  an  analytical 
standpoint,  these  codes  constitute  "noise"  in  the  analysis,  and 
are  therefore  excluded. 

4.  Lowest  charge  level  codes. 
EXCLUSIONS  FOR  PRACTICAL  INFEASIBI LITY 

A.  Three  CPT  codes  for  which  no  matching  CRVS  code  was  found  and  two  CRVS 
codes  for  which  no  matching  CPT  codes  were  found. 

B.  Any  CPT  codes  unresolvably  cross-referenced  to  more  than  one  CRVS, 
usually  in  different  cross-reference  sources,  and  CRVS  codes  whose 
constituent  CPT  "load"  therefore  could  not  be  determined  (27  CPT  codes 
and  12  CRVS  codes). 

The  prime  example  of  this  situation,  and  perhaps  the  most  important 
resulting  loss  of  coverage,  are  several  codes  for  psychotherapy.  The 
conflicting  cross-references  are  indicated  in  Exhibit  3,  following 
this  appendix.  As  indicated  there,  the  exact  content  and  appropriate 
CRVS  cross-reference  for  CPT  codes  90843  and  90844  are  inconsistent, 
hence  it  is  not  possible  to  determine  what  actual  procedures  are 
reported  with  these  codes  by  various  Arkansas  providers. 


1In  addition  to  those  excluded  as  not  high-volume  codes. 


Various  items  of  information  suggest  that  codes  90843  and  90844  super- 
cede codes  90803  and  90804  (which  became  non-payable  on  July  1,  1979) 
in  Medicaid.  In  that  case,  they  would  indicate  office  psychotherapy 
for  Medicaid  providers,  who  continue  use  of  90891  and  90892  for 
hospital  psychotherapy  according  to  the  Medicaid  payment  status  indi- 
cation for  those  codes.  The  contrasting  Medicare  specification  of 
(addendum)  codes  90838/90839  for  office  psychotherapy  and  90843/90844 
for  hospital  psychotherapy  makes  it  impossible  to  identify  the  actual 
procedures  designated  within  the  scope  of  this  study.  To  do  so  would 
require  special  inquiry  among  Arkansas  providers  to  determine  how  they 
use  these  conflicting  codes. 

C.  Codes  acquiring  "candidate"  status  only  as  a  result  of  cross-reference 
to  high-volume  codes  which  were  later  deleted  for  other  reasons.  Two 
such  codes  were  eliminated  because  the  eligible  codes  to  which  they 
referred  were  deleted. 

COMMENTS  ON  SPECIFIC  CODES 

A.  CRVS  2-0171.  The  long  list  of  cross-referenced  CPT  codes  shown  in 
Exhibit  2  constitutes  all  codes,  except  one  for  which  cross-reference 
sources  conflicted,  matched  to  this  single  CRVS  code.  In  the  list,  we 
have  departed  from  strict  numeric  ordering  of  the  CPT  codes  to  indi- 
cate a  break  in  the  listed  prices  indicated  by  Medicaid  maximum 
charges.  Those  CPT  codes  above  the  divider  range  between  $25  and  $60, 
with  seven  of  the  series  at  $45.  Those  below  the  divider  range 
between  $100  and  $250,  with  seven  at  $100.  Despite  the  sharp  price 
differential,  our  sources  indicate  that  the  Medicare  fee  screens 
include  data  from  all  those  CPT  codes  matched  to  2-0171. 

Although  none  of  the  several  CPT  biopsy  codes  was  eligible  according 
to  the  stipulated  high-volume  criteria,  we  will  price  11100  and  21550 
as  the  representatives  most  likely  to  have  high  frequencies,  where 
probable  frequency  is  judged  on  the  basis  of  body  area  covered  by  the 
specific  CPT  codes. 

B.  CRVS  2-2442.  This  code  is  included,  despite  its  failure  to  meet  the 
minimum  600  frequency  criterion,  because  the  payout  level  is  high  and 
the  reported  frequency  (536)  was  not  far  short  of  the  criterion. 
Moreover,  the.  three  associated  CPT  codes  are  the  only  available 
representatives  of  heart  care  (other  than  EC6)  with  sufficient  volume 
to  permit  study. 

The    three    CPT    codes    are    treated  differently    by    Medicare,  which 

(a)  groups  93547  and  93549  under  CRVS  1-2442  (medical)  and  93548  under 
2-2442    (surgical)    in    the  Physicians'    Cross-reference    Manual,  but 

(b)  lists  93549  as  the  sole  constituent  for  computation  of  1-2442  and 
93547  plus  93548  as  the  constituents  for  2-2442  in  the  Blue  Shield 
fee-screen  listing. 


Despite  this  confusion,  we  grouped  all  three  under  2-2442,  in  keeping 
with  the  Medicaid  practice  (which  has  no  prevailing  charge  for  1- 
2442),  because  (a)  they  have  similar  Medicaid  charge  limits,  (b)  they 
once  (October  1978)  had  equal  Blue  Shield  prevailing  charges,  (c)  the 
CPT4  manual  explicitly  links  93547  and  93449  as  intimately  allied 
procedures,  specifying  that  93549  i  s  to  be  used  "when  procedure  93547 
is  combined  with  right  heart  catheterization." 

C.  CRVS  5-0628.  As  noted  in  Exhibit  2,  several  codes  cross-referenced  to 
this  CRVS  in  the  Medicare  physicians'  manual  were  omitted  from  the 
main  list  to  save  space.  Medicare  fee  screens  include  codes  85023, 
85024,  85025,  85026,  85032,  and  85033,  which  are  not  official  CPT 
codes  and  are  not  included  in  the  Medicaid  cross-reference.  Codes 
-23,  -24,  -25,  and  -26  are  listed  in  the  Medicare  physicians'  manual 
as  multiples  of  85021  (an  automated  hemogram  priced  by  relative  value 
units  under  Medicaid).  Codes  85032  and  85033  are  listed  in  the 
physicians'  manual  as  multiples  of  85031,  a  manual  hemogram  which  will 
be  priced  by  cross-reference  to  5-0628  in  the  study  as  it  is  by 
Arkansas  Medicaid. 

D.  Professional -component  codes:  Radiology,  Pathology,  and  Laboratory. 
As  explained  in  the  text  of  the  memorandum,  special  codes  are  in  use 
to  differentiate  total  and  prof essional -component-only  billing  for 
radiology  procedures.  The  CRVS  codes  involved  are  numerically 
distinct  in  the  Medicare  database  to  be  used  in  the  study,  but  extrac- 
tion and  distinction  of  total  and  prof  essional -only  procedures  from 
the  Medicaid  database  requires  use  of  a  procedure  modifier.  All 
relevant  Medicaid  CPT  radiology  codes  will  be  extracted,  the  differen- 
tiation to  occur  only  in  computation  of  fee  screens  and  pricing. 

As  indicated  in  I.B.3,  special  codes  for  the  professional  components 
of  laboratory  and  pathology  procedures  were  omitted  because  of  their 
exceptionally  low  unit  prices.  With  two  exceptions  (at  $5.10  and 
$8.50,  respectively),  the  1980  Blue  Shield  prevail  ings  were  much  below 
$5,  ranging  from  $1.60  to  $3.40  for  high-volume  codes  for  which 
separate  fee  screens  were  listed  under  Medicare  or  Medicaid. 
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EXHIBIT  3 


CONFLICTING  CODE  CROSS-REFERENCES, 


PSYCHOTHERAPY  PROCEDURES 

CPT  CODE 

Medicaid  CRVS  Cross-Ref 
and  Description  (4/80) 

Medicare  CRVS  Cross-Ref 
and  Description  (1/80) 

CPT4  Status  and 
Description 

90803  1/ 

1-9436:  Office  Visit/20  min 

not  listed 

not  CPT2,-3,or-4 

90804  If 

1-9435:  Office  Visit/50  min 

not  listed 

not  CPT2,-3,or  ~A 

90838. 

not  listed 

1-9436:    Office  Psycho- 
therapy, 25  minutes 

not  CPT2,-3,or  -4 

90839 

zeroed:  Psychologist 
Eval uation 

1-9435:    Office  Psycho- 
therapy, 45/50  minutes 

not  CPT2,-3,or  -4 

90843 

1-9436:     Individual  Psy- 
chotherapy 

1-9439:  Individual 
medical  psychotherapy 
with  continuing  medical 
diagnostic  evaluation, 
and  drug  management 

when  indicated,   

hospital,  25  minutes 
[Note:  "hospital" 
specified.] 

New  CPT4  addi- 
tion: Individual 
medical  psycho- 
therapy with  con- 
tinuing medical 
diagnostic  evalu- 
ation, and  drug 
management  when 

indicated,   

approximately  20 
to  30  mi  nutes. 
[Note:  "hospital" 
not  specified.] 

90844 

1-9435:     Individual  Psy- 
chotherapy 

1-9438:    same  as  90843, 
but  45-50  minutes 
["hospital"  specified] 

same  as  90843, 
but  45  or  50 
mi  nutes. 
["hospital"  not 
specified.^ 

90891  y 

1-9439:    Hospital  Visit/ 
20  mi  nutes 

not  listed 

not  CPT2,-3,or  -4 

90892  If 

1-9438:    Hospital  Visit/ 
50  minutes 

not  listed 

not  CPT2,-3,or  -4 

\_/  In  CPT,  4th  Edition,  all  psychiatric  codes  and  only  psychiatric  codes  have  initial 
~~    "908"  digits. 
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APPENDIX  III 


Localities 
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FIVE  AREA  CODE  LIST 


Area    County  Name    County  Number  Area    County  Name    County  Number 


Pul  a  ski 

60  and  76 

5  Crawford 

17 

Sebasti  an 

65 

Cross 

19 

Dal  1  as 

20 

Craighead 

16 

Desha 

21 

Garl  and 

26 

Drew 

22 

Jefferson 

35 

Frankl  i  n 

24 

Miller 

46 

Ful  ton 

25 

Union 

70 

Grant 

27 

Washington 

72 

Hempstead 

29 

Howard 

31 

Crittenden 

18 

Izard 

33 

Mi  ssi  ssi  ppi 

47 

Johnson 

36 

Ouachi  ta 

52 

Lafayette 

37 

Philli  ps 

54 

Lawrence 

38 

Pope 

58 

Lee 

39 

Sal  i  ne 

62 

Li  ncol n 

40 

Li ttl  e  River 

41 

Arkansas 

1 

Logan 

42 

Ash!  ey 

2 

Lonoke 

43 

Baxter 

3 

Madi  son 

44 

Benton 

4 

Marion 

45 

Boone 

.5 

Monroe 

48 

Chicot 

9 

Mo  ntg  ome  ry 

49 

CI  ark 

10 

Nevada 

50 

Col umbi  a 

14 

Newton 

51 

Faul  kner 

23 

Perry 

53 

Greene 

28 

Pike 

55 

Hot  Spring 

30 

Poi  nsett 

56 

Independence 

32 

Pol  k 

57 

Jackson 

34 

Prai  ri  e 

59 

St.  Francis 

68 

Randol ph 

61 

White 

73 

Scott 

63 

Searcy 

64 

Bradl ey 

6 

Sevi  er 

66 

Cal  houn 

7 

Sharp 

67 

Carrol  1 

8 

Stone 

69 

Clay 

11 

Van  Buren 

71 

CI ebur ne 

12 

Woodruff 

74 

CI evel and 

13 

Yell 

75 

Conway 

15 
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